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5 CFR Parts 1600, 1601, 1603, 1604, 1605, 1606, 1640, 1645, 1650,
1651, 1653, 1655, 1690

Enpl oyee El ections to Contribute to the Thrift Savings Pl an,
Partici pants’ Choices of I|nvestnent Funds, Vesting, Uniforned
Servi ces Accounts, Correction of Admnistrative Errors, Lost
Earni ngs Attributable to Enploying Agency Errors, Partici pant
Statenents, Cal culation of Share Prices, Methods of Wthdraw ng
Funds fromthe Thrift Savings Plan, Death Benefits, Donestic
Rel ations Orders Affecting Thrift Savings Plan Accounts, Loans,
M scel | aneous

AGENCY: Federal Retirenment Thrift | nvestnent Board.

ACTI ON: Proposed rule with request for conments.

SUMVARY: The Executive Director of the Federal Retirenment Thrift

I nvest nent Board (Board) proposes to revise the Board's regul a-
tions to reflect the processes and term nol ogy of the Thrift
Savings Plan’s new record keeping system to codify severa

policy decisions related to inplenentation of this new system
and to add new net hods of post-enploynment withdrawals. This rule
will allow participants nore options and greater flexibility with
whi ch to manage their TSP accounts.

DATES: Conmments nust be received on or before [Please insert date

30 days after date of publication in the FEDERAL REQ STER].




ADDRESSES: Conmments may be sent to: Elizabeth S. Wodruff, General
Counsel , Federal Retirement Thrift Investnent Board, 1250 H Street,
N. W, Washington, D.C 20005. The Board s FAX is (202) 942-1676.
FOR FURTHER | NFORMATI ON CONTACT: Patrick J. Forrest on (202) 942-
1659, Thomas L. Gray on (202) 942-1644, or Merritt AL WIling on
(202) 942-1666.
SUPPLEMENTARY | NFORMATI ON: The Board adm nisters the TSP, which was
establ i shed by the Federal Enployees’ Retirenment System Act of 1986
(FERSA), Public Law 99-335, 100 Stat. 514. The TSP provi sions of
FERSA have been codified, as amended, largely at 5 U S.C. 8351 and
8401-8479. The TSP is a tax-deferred retirement savings plan for
Federal civilian enpl oyees and nenbers of the uniformed services
which is simlar to cash or deferred arrangenents established under
section 401(k) of the Internal Revenue Code (26 U.S.C. 401(k)).
Sunms in a TSP participant’s account are held in trust for the
parti ci pant.

In 1996, Congress anended FERSA by enacting the Thrift Savings
Plan Act of 1996, Public Law 104-208, 110 Stat. 3009, which
permtted the Executive Director to offer, anpng other things, new
wi t hdrawal options to TSP participants. |In order to accomobdate
t hese new wit hdrawal options and to make a nunber of benefits
arising fromrecent technol ogi cal advances available to TSP

partici pants, the Board redesigned its record keeping system The



new record keeping systemis expected to be operational on
Sept enber 16, 2002.

Thus, the Executive Director proposes to anmend the TSP
regul ations that will be affected by the inplenentation of the new
record keeping system As explained bel ow, the Executive Director
al so proposes to adopt uniformdefinitions, elimnate obsolete
regul ati ons, and reorgani ze various sections of the regulations to
make them nore easily understood.

Anal ysis of Part 1600

On Decenber 2, 1987, the Executive Director published in the
Federal Register (52 FR 45802) a final rule concerning the
procedures for open seasons and el ection periods during which
Federal enpl oyees could nake elections to contribute to the TSP.
The rule is codified at 5 CFR part 1600. The Executive Director
substantially revised part 1600 in a final rule published on May 2,
2001 (66 FR 22088), and amended on April 11, 2002 (66 FR 17603);

t he proposed rule further amends the final rule.

The Executive Director proposes to renove all definitions
general ly applicable to the TSP from 8 1600.1 and place themin §
1690. 1.

The proposed amendnent del etes obsolete information from 88
1600. 12 and 1600. 13 and changes the dates for the TSP open seasons
fromMay 15-July 31 to April 15-June 30 and from Novenber 15-

January 31 to October 15-Decenber 31.
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The proposed rul e updates references to TSP forns in
88 1600.11, 1600.14, and 1600.32 and nmakes current the reference to
t he percentage of basic pay enpl oyees may contribute to the TSP in
8§ 1600.22. Finally, 8 1600.32 explains that an eligible rollover
distribution may be rolled over to the TSP by using a personal
check, in additional to guaranteed funds.

Anal ysis of Part 1601

On July 17, 1995, and Septenber 14, 1995, the Executive
Director published in the Federal Register (60 FR 47836 and 60 FR
36630) final rules concerning participants’ choices of investnent
funds. These rules are codified at 5 CFR part 1601. The Executive
Director substantially revised part 1601 in a final rule published
on May 2, 2001 (66 FR 22092); the proposed rul e anends the final
rul e.

The Executive Director proposes to renove all definitions
generally applicable to the TSP from § 1601.1 and to place themin
8 1690.1; proposed 8§ 1601.1 includes only definitions that are
particularly relevant to participants’ choices of investnment funds,
such as acknow edgnment of risk and interfund transfer.

Subparts B and C are generally revised to include transfers
and rollovers to the TSP fromeligible enployer plans or
traditional individual retirenment accounts (I RAs) as al so covered
by the terms of this subpart. Accordingly, references to future
contributions and | oan paynents are replaced with references to
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future deposits, which include contributions, |oan paynents,
transfers and rollovers to the TSP. Subparts B, C, and D are al so
revi sed by del eting obsol ete provisions and by updating references
to TSP forns.

Section 1601.22(c) is new and explains how the TSP will treat
an ineffective interfund transfer.

Section 1601.32 is revised to reflect the timng and posting
dates for contribution allocations and interfund transfer requests
in a daily valued environnent, as opposed to the current nonthly
val ued environnent.

Section 1601.34 is revised to explain additional reasons why a
contribution allocation or interfund transfer on a Form TSP-50 or
TSP-U-50 may be rej ect ed.

Anal ysis of Part 1603

On June 23, 1997, the Executive Director published in the
Federal Register final rules concerning the vesting of
partici pants’ accounts (62 FR 33968). These rules are codified at
5 CFR part 1603. The proposed rul e anmends the final rules.

The Executive Director proposes to renove all definitions
generally applicable to the TSP from § 1603.1 and to place themin
8 1690.1; proposed 8 1603.1 is revised to include definitions that
are particularly relevant to vesting, such as year of service. 1In
addition, 8 1603.2(a) is expanded to include the vesting rule

applicable to nenbers of the uniformed services.
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Anal ysis of Part 1604

On Cctober 4, 2001, the Executive Director published in the
Federal Register final rules concerning unifornmed services accounts
(66 FR 50712). The rule is codified at 5 CFR part 1604. The
proposed rul e anends 8§ 1603.3(a)(1) by explaining nore fully the
percentage limts on contributions from basic pay.

Anal ysis of Part 1605

On Decenber 27, 1996, and May 1, 1998, the Executive Director
publ i shed in the Federal Register final rules concerning the
correction of admnistrative errors (61 FR 67472 and 63 FR 24380).
The rule is codified at 5 CFR part 1605. The Executive Director
substantially revised part 1605 in a final rule published on August
22, 2001 (66 FR 44277), and with a proposed rul e published on May
17, 2002 (67 FR 35051). The proposed rule further amends the final
rul e.

The Executive Director proposes to renove all definitions
generally applicable to the TSP from § 1605.1 and to place themin
8 1690.1; proposed 8§ 1605.1 includes definitions that are
particularly relevant to error correction, such as Board error,
breakage, and | ate contri butions.

Proposed 8§ 1605.2 introduces the concept of “breakage,” which
repl aces the concept of |ost earnings for investnments made after

August 31, 2002. Currently, the TSP record keeper cal cul ates | ost



earni ngs based upon the gains and | osses of the appropriate

i nvestnment fund fromthe pay date for which a contribution should
have been made to the end of the nonth prior to the nonth during
whi ch the | ost earnings record is processed. Under the proposed
rule, if, on the date nakeup or late contributions subject to
breakage are posted to the participant’s account by the TSP, the
val ue of the nunber of shares of the investnment fund in which the
contributions should have been invested is greater than the val ue
of those shares on the posting date, the TSP will charge the

enpl oyi ng agency the difference and will post this anmount to the
participant’s account using the participant’s current contribution
allocation. |If the value is less, the TSP will use the excess
funds submtted by the enploying agency to offset TSP

adm ni strative expenses.

Section 1605.11 is anended to describe the situations in which
breakage is applied to an account.

Section 1605.12 is amended to expl ain how negative adjustnents
will be processed in a daily valued environnent.

Sections 1605.13, 1605.14, and 1605.15 are anended to del ete
references to |l ost earnings. A new paragraph (c) to § 1605.15 is
added to incorporate the rules of current 8§ 1606.8 regarding |ate
payrol | subm ssi ons.

Anal ysis of Part 1606
On January 7, 1991, the Executive Director published in the
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Federal Register (56 FR 606) interimrules concerning the paynent
of lost earnings attributable to enploying agency errors to
partici pants’ TSP accounts. These rules are codified at 5 CFR part
1606. Under interimpart 1606, |ost earnings on contributions that
were not nmade on tinme because of administrative errors are
cal cul at ed based upon a dol | ar-val ued system and nonthly rates of
return. The Board’s new record keeping systemis a share-based
system valued daily. Transactions will be posted to a
partici pant’s account based upon the share prices in effect on the
date(s) that the transactions should have occurred. Application of
share prices for dates earlier than the date a transaction is
processed will replace the | ost earnings process described in part
1606.

Thus, the proposed changes to part 1606 are relevant for only
alimted period. As explained in proposed
8§ 1606.2, a transition period from Septenber 1, 2002, until March
31, 2003, is provided to enabl e enploying agencies to submt |ost
earnings for contributions that were nmade before inplenentation of
the daily valued TSP record keeping system After this
approximately 6-nonth period, all nmakeup and | ate contributions
subj ect to breakage should be reported as described in part 1605;
at that tinme, the use of |ost earning records will be discontinued.
Thus, part 1606, as revised, covers only paynents posted to
partici pants’ account before Septenber 1, 2002; all paynments posted
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after August 31, 2002, are covered by part 1605.
Anal ysis of Part 1640

On June 24, 1997, the Executive Director published in the
Federal Register (62 FR 34154) final rules concerning the periodic
information the TSP furnishes to participants. These rules are
codified at 5 CFR part 1640. The proposed rul e anends the final
rul es.

The Executive Director proposes to renove all definitions
generally applicable to the TSP from § 1640.1 and to place themin
§ 1690. 1.

Proposed 8§ 1640.2 reflects the Executive Director’s decision
to provi de conprehensive witten statenments to participants
concerning their accounts on a quarterly basis rather than tw ce
yearly, the mninmum frequency required by FERSA. The new
conprehensive quarterly statenents will incorporate the existing
guarterly loan statements and no separate | oan statenents will be
i ssued. The anendnent al so explains that Plan participants can
obtai n account bal ance information on a nore frequent basis from
the TSP Wb site and the ThriftLine or can disable access to their
account bal ance information on both the Wb site and the
ThriftLine.

Proposed 88 1640.3 and 1640.4 set forth the information that
the TSP will provide to participants regarding the status of their

i ndi vi dual accounts during the reporting period. These changes
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reflect the additional information that will be available as a
result of inplenmentation of the TSP's new record keepi ng system
such as a participant’s contribution allocation as of the end of
t he statenent period.

Proposed 8 1640.5 i s unchanged.

Proposed 8§ 1640.6 explains that a participant may elect to
view his or her account statenment by accessing the TSP Wb site,
rat her than receiving an account statenent by mail. |If a
partici pant chooses to receive his or her account statenent from
the TSP Wb site, no account statenent will be mailed. The section
is al so anended to describe nore clearly a participant’s obligation
to provide the TSP with a current mailing address if the
partici pant chooses to continue to receive an account statenent by
mai | .

Anal ysis of Part 1645

On Novenber 20, 1996, the Executive Director published fina
rules in the Federal Register (61 FR 58973) concerning the way in
whi ch earnings are allocated to participants’ accounts in the TSP.
These rules are codified at 5 CFR part 1645. The proposed rul e
anmends the final rules.

The proposed rule anends the title of part 1645 from
“All ocation of Earnings” to “Cal culation of Share Prices.” This
change i s necessary because in the TSP's new record keepi ng system

the process described in the current regulations is no |onger
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rel evant; an increase or decrease in the value (cal cul ated daily)
of a participant’s interest in an investnent fund will be reflected
in the nunber and val ue of shares in that fund, rather than by a
separate posting of nmonthly earnings to the account.

The Executive Director proposes to renove all definitions
general ly applicable to the TSP from 8 1645.1 and place themin §
1690. 1; proposed 8§ 1645.1 contains definitions primarily rel evant
to the calculation of share prices, such as basis and forfeiture.
The definitions of allocation, allocation date, nonth-end account
bal ance, and val uation period are del eted because they are no
| onger applicabl e.

Proposed 8§ 1645.2 provides that enployer contributions,
enpl oyee contri butions, |oan paynents, and other transactions wl|
be posted using the appropriate share price for the rel evant
i nvest nent fund.

The final nonthly val ued processing cycle in early Septenber
2002, will determ ne account bal ances in the G Fund, F Fund, C
Fund, S Fund, and | Fund, as of August 31, 2002. The account
bal ance in each investnent fund for each TSP participant will then
be converted to shares. The initial share price for each of the
i nvestnent funds will be $10.00 per share. Thus, a TSP account
bal ance will be converted to shares by dividing the doll ar-based
account bal ance in each investnent fund by $10.00. The nunber of
shares in an account will be conmputed to four decimal places.
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Thereafter, followng the close of business each business day,
total net earnings (gross earnings mnus adm nistrative expenses
(net of forfeitures) and investnent managenent fees, plus any
residual earnings fromthe prior business day) will be cal cul ated
for each investnment fund. The total net earnings for each
i nvestnment fund for each day will be divided by the nunber of
shares in the fund at the opening of that business day. The
result, truncated to two decimal places, is the daily change in
share price fromthe prior business day.

Proposed 88 1645.3 and 1645.4 also reflect the conversion to a
shar e- based system

Proposed 8§ 1645.5 describes the nmethod used to cal culate the
price of a share held in a TSP i nvestnent fund. Sections 1645.5(a)
and (b) of the current regul ations describe how to cal cul ate the
basis of an individual participant’s account and of each investnent
fund in a nonthly val ued system and thus are del eted because they
are no longer relevant. Section 1645.5(c) of the current
regul ations is retained and redesignated as 8§ 1645.6, and is
anmended to describe the calculation of the total fund basis for
each TSP investnent fund in the new share-based system
Anal ysis of Part 1650

On Septenber 18, 1997, the Executive Director published fina

rules in the Federal Register (62 FR 49112) concerning the way in



whi ch participants can withdraw their TSP accounts. These rules
are codified at 5 CFR part 1650. The final rules were anended nost
recently on April 11, 2002 (66 FR 17603); the proposed rule further
anends the final rules. The Executive Director proposes to
remove all definitions generally applicable to the TSP from §
1650.1 and place themin 8§ 1690.1; proposed 8§ 1650.1 retains
definitions of terns primarily relating to w thdrawals, such as in-
service withdrawal and rei nbursenent. The definitions of nonthly
processi ng cycle and valuation date are del eted as obsol ete.

I n Septenber 2002, the Executive Director will make avail abl e
in conbination the withdrawal options that were approved by
Congress in the Thrift Savings Plan Act of 1996, Public Law 104-
208, 110 Stat. 3009. Thus, proposed 8§ 1650.2, concerning
eligibility for a wthdrawal, is anended to provide that a
separated participant may elect to wthdraw his or her account
using a conbination of withdrawal options. Currently, if a
partici pant who is separated from Governnent enpl oynent w shes to
w thdraw funds fromthe TSP, the participant nmust withdraw his or
her entire account in the formof a single paynent, a series of
mont hly paynents, or a life annuity purchased by the TSP. The
proposed anendnment would permit a separated participant to request
a wthdrawal consisting of a conmbination of the w thdrawal options.

To accommpbdat e the new post-enpl oynent w t hdrawal process, the



Board has redesigned Form TSP-70 (for civilian enpl oyees) and Form
TSP-U-70 (for uniforned services), Request for a Full Wthdrawal.
Anmong ot her things, the revision allows a participant to request a
TSP annuity and to designate a beneficiary for the annuity on one
form The proposed rule reflects the use of the revised forns.
(G her fornms have al so been revised and new forns created for the
uni formed services; those for uniformed services are designated
wtha-U.)

Proposed 8§ 1650. 2, concerning eligibility for a TSP
w t hdrawal , contains several changes. The reference in current 8
1650. 2(b) (1) to the cancellation of an automatic cashout has been
del et ed because accounts of |ess than $200 will be paid
automatically and without prior notice to participants who are
reported as separated. These automatic paynents cannot be returned
to the TSP. Proposed 8§ 1650.2(d) provides that a separated
participant who is later reenployed will not have the option to
wi t hdraw that portion of his or her account bal ance which is
attributable to an earlier period of enploynent unless the
participant neets the criteria for an age-based or financi al
hardship in-service withdrawal. Finally, existing 8 1650.2(e),
concerni ng spousal rights, is deleted because that information is
contained in 88 1650. 60 and 1650. 61

Section 1650.3 is redrafted and reorgani zed but is



substantivel y unchanged.

Section 1650.4 is new. It parallels a simlar provision in
the loan regulations (5 CFR 8 1655.18(d)) and provides that the
Board will investigate allegations of fraud or forgery in a
participant’s withdrawal request. |If the Board finds evidence to
suggest that the participant m srepresented his or her narital
status, m srepresented his or her spouse’s address (for CSRS
participants), or submtted a wthdrawal formw th a forged spousa
signature (for FERS and unifornmed services participants), the Board
will refer the case to the Departnent of Justice for crimnal
prosecution and, in the case of a participant who is stil
enpl oyed, to the Inspector General or other appropriate authority
in the participant’s enploying agency for adm nistrative action.

Subpart B describes the types of wthdrawals that are
available to participants after separation from Governnent service.
The subpart is substantially redrafted and reorgani zed. The
Executive Director proposes to add a new 8§ 1650.11 to explain that
separated participants may nmake a full w thdrawal using a
conbi nation of withdrawal nethods and to add a de mnims
forfeiture rule. Existing 8 1650.10, concerning the right to
wi thdraw in a single paynent, is renunbered as 8 1650.12 and is
anmended to add the option for a one-tine partial wthdrawal.

Current 8 1650. 11, concerning wthdrawals in the form of



nont hly paynents, is renunbered as 8§ 1650. 13 and is anended to
elimnate the option of conputing nonthly paynents based on a fixed
term The Executive Director also proposes to add an annua

el ection period during which a participant can change the doll ar
amount of his or her nonthly paynents. A participant who is

recei ving nonthly paynents cal cul ated based upon IRS life
expectancy tables may change to a fixed dollar anount; however, a
partici pant who is receiving nonthly paynents based on a fixed
dol | ar anmpbunt may not change to nonthly paynents based on life
expect ancy.

Current 8 1650.12, concerning annuities, is reorganized and
renunbered as 8 1650. 14, but is substantively unchanged.

Current 8 1650.13, concerning the transfer of a post-
separation wthdrawal to an eligible enployer plan or traditional
| RA, has been noved to subpart C, renunbered as 8 1650. 25, and
renanmed to make the information provided in subparts B and C nore
consistent wwth that in subparts D and E

Current 8 1650. 14, concerning deferred w thdrawal el ections,
is deleted. Only imediate withdrawals will be avail abl e.

Current 8 1650.15 is renunbered as § 1650.16, and is anended
to delete an obsolete reference to wthdrawal s made before 1998.
Proposed 8 1650.15 is new. It explains the Board' s policy with

respect to inactive accounts. These accounts will be decl ared



abandoned when the TSP's efforts to | ocate the participant have
failed.

Current 8 1650.16 is renunbered as § 1650.17, and the
i nformati on has been expanded to explain nore fully a participant’s
right to change or cancel a w thdrawal election.

Subpart C contains the procedures for participants to make a
post - enpl oynent withdrawal. Current 8 1650.20 is renunbered as 8§
1650. 21 and is anended to elimnate the 30-day waiting period after
separation before a wwthdrawal will be paid. The TSP will process
a valid wi thdrawal request upon receipt of separation information
fromthe participant’s enploying agency if the participant
certifies on the withdrawal formthat he or she does not expect to
be reenpl oyed by the Federal Governnment within 31 days of the date
of separation. The renmainder of the section is unchanged.

Sections 1650.21 and 1650. 22 currently provide that, upon
recei pt of a notice of separation, the TSP wll automatically pay
accounts of $3,500 or less directly to participants, unless the
participant elects to | eave the account in the TSP. The proposed
rul e renunbers those sections as 1650.22 and 1650. 23, respectively.
The proposed sections retain the cashout provision but apply it
only to accounts that are |less than $200, and eliminate the option
to | eave the noney in the TSP. Current 8§ 1650.22(c), regarding

spousal rights, has been noved to subpart G A new 8 1650. 24,



describing how to apply for a wthdrawal, and a new 8 1650. 25,
expl ai ni ng sone of the tax consequences of a post-enpl oynent
wi t hdrawal , are added.

Subpart D describes the types of wthdrawals that are
avai lable to participants while they are still in Governnent
service. Current 8 1650. 30, concerning age-based withdrawals, is
renunbered 8§ 1650. 31 and contai ns a new paragraph which provides
that a participant who takes an age-based w thdrawal is not
eligible after separation to take a partial w thdrawal fromthat
account. A participant wwth both a civilian and uniforned services
account can take a partial wthdrawal from each account, provided
that he or she has not taken an age-based in-service wthdrawal
fromthat account.

Current 88 1650. 31, 1650.32, and 1650.33 are renunbered as
1650. 32, 1650. 33, and 1650. 34, respectively, but are substantively
unchanged.

Subpart E contains the procedures for participants to nmake in-
service withdrawals. Current 88 1650.40, 1650.41, and 1650.42 are
renunbered as 1650.41, 1650.42, and 1650.43, respectively.
Proposed 8 1650.42 contains a new paragraph (b) that explains that
there is nolimt to the nunber of hardship withdrawal s a
participant may nmake, except that a participant nust wait six

nmont hs before submtting another request. Proposed 8§ 1650. 43



contains tax information for in-service wwthdrawals that is
reorgani zed to make it nore consistent with the tax information
provided in 8§ 1650.25 for post-enploynent w thdrawal s.

Subpart G explains the rights of spouses of participants when
a wthdrawal is requested. Current 8 1650.60, concerning spousal
rights when a post-enploynent withdrawal is requested, is
renunbered as 1650. 61, and is anended to include the spousal rights
of a uniforned services nenber. A requirenent is also added that
the spouse’s signature be notarized any time a withdrawal is
request ed.

Current 8 1650.61, concerning spousal rights when a
partici pant changes a withdrawal election, is deleted because the
elimnation of deferred wthdrawal elections
makes these rul es unnecessary.

Section 1650. 62, concerning spousal rights when an in-service
withdrawal is requested, is anended to require that the spouse’s
consent be notarized any tinme a withdrawal is requested.

Sections 1650.63 and 1650. 64, concerning the conditions under
whi ch the Executive Director will grant a waiver of the spousa
notice and consent requirenments (including waiver of the required
spousal annuity), are unchanged since the April 11, 2002,
amendnent .

Anal ysis of Part 1651



On June 13, 1997, and June 9, 1999, the Executive Director
published in the Federal Register (62 FR 32429 and 64 FR 31052)
final rules concerning the paynent of a TSP account upon the death
of a participant. These rules are codified at 5 CFR part 1651.

The Executive Director revised part 1651 in a proposed rule
publ i shed on May 17, 2002 (67 FR 35051). This proposed rule
further amends the final rules.

| mpl ementation of the TSP s new record keeping systemw ||
require the redesign of a nunber of fornms and will nake obsol ete
the Form TSP-11-B, Beneficiary Designation for a TSP Annuity, which
is referenced in the current death benefit regulations at 88§
1651.2(b)(3), (b)(5) and (b)(6), 1651.3(a) and (d), 1651.4(c), and
1651. 10(a) and (c). This proposed rule changes those references to
reflect the use of revised forns. |In addition, definitions
generally applicable to the TSP are renoved from 8§ 1651.1 and
placed in 8§ 1690. 1.

The proposed rule inplenents a new procedure for the paynent
of a TSP death benefit in cases where a participant has submtted a
conpleted withdrawal or |oan request to the TSP, but dies before
di sbursenent of the withdrawal or loan. Currently, if the TSP
| earns that a separated participant has died after it received the
participant’s request to withdraw his or her account and before the

paynment is made, the TSP will not process the withdrawal. |nstead,



the TSP will pay the funds as a death benefit according to the
order of precedence found at 5 U. S.C. 8424(d). If the participant
has chosen to withdraw his or her account as a joint life annuity
or an annuity with a refund or 10-year certain option, the TSP w ||
pay the account to the joint annuitant or to the beneficiary or
beneficiaries of the annuity as designated by the participant.

Under proposed 8 1651.2(b)(1), if the TSP has received a
request to withdraw an amobunt as a single paynent, the TSP w ||
di sburse that anmount to the participant (to becone the property of
his or her estate), even though he or she died before paynent of
the wwthdrawal. If the withdrawal request directs the TSP to
transfer all or a portion of the single paynent to a eligible
enpl oyer plan or traditional IRA the TSP wll transfer that
portion of the withdrawal to the designated plan or IRA. The Board
has decided to adopt this practice because it gives effect to the
participant’s decision to renove the funds fromhis or her account,
and thus to termnate the relationship wiwth the TSP regardi ng these
f unds.

This procedural change will not affect how the TSP wi || pay,
as a death benefit, the portion of a post-enploynment w thdrawal
that the participant elected to receive in the formof nonthly
paynents (as opposed to a single paynent). Thus, proposed §

1651. 2(b)(2) provides that any anmount remaining in the account when



the TSP receives notice of the participant’s death will be paid to
the participant’s beneficiaries according to the beneficiary
designation on file or under the statutory order of precedence.

Thi s procedural change al so has no substantive effect on
proposed 8 1651.2(b)(3), which describes how the TSP w ||
distribute the portion of a TSP account identified by the
participant for the purchase of a TSP annuity.

Proposed § 1651.2(c) applies the sanme new procedure to the
paynment of an in-service wthdrawal request. Under the proposed
rule, if a participant dies after conpleting an in-service
w t hdrawal request, but before paynent, the portion of the account
elected for wwthdrawal will be paid in the sanme manner as a single
paynment post-enploynent withdrawal (i.e., as a single paynent to
t he deceased participant, to becone the property of his or her
estate).

The proposed change al so affects cases where a partici pant
dies after submtting a properly conpleted | oan agreenent (and
accept abl e docunentation, if required); current Board regul ati ons
do not address this situation. Under proposed 8 1651.2(d), the TSP
will cancel a |loan agreenent if it receives notice of the
participant’s death before a | oan check has been issued. |I|f notice
of the participant’s death is received after a | oan check has been

i ssued but the check is not negotiated, the check can be returned



to the TSP and the loan will be cancelled. 1In both cases, the |oan
amount will be included with the account bal ance to be distributed
to the participant’s beneficiaries according to the beneficiary
designation on file or under the statutory order of precedence.

The proposed rule anends 8 1651. 14(f) to explain nore fully
the TSP's practice when a death benefit is payable to the trustee
of atrust. The section is anmended to state that paynent wll be
made payable to the trust and nailed in care of the trustee.

The proposed rule anmends 8§ 1651.17 to permt beneficiaries to
disclaima portion of the death benefit; the TSP has decided to
recogni ze partial disclainers because they are acceptable in nost
states. Proposed 8 1651.17(c) is new and provides that a
di scl ai mer executed on behalf of a mnor nust be signed by the
guardi an of the m nor.

Anal ysis of Part 1653

On March 13, 1995, and April 26, 1996, the Board published in
t he Federal Register (60 FR 13609 and 60 FR 18912) final rules
concerning paynent froma participant’s TSP account pursuant to a
retirenment benefits court order or |legal process. These rules are
codified at 5 CFR part 1653. The proposed rul e anends the final
rul es.

Subpart A of part 1653 details the TSP s procedures for

reviewing retirenent benefits court orders pursuant to 5 U. S. C



8435(c) (1) and (2) and 8467. The proposed rule renoves current 8§
1653. 1, which describes the purpose of the subpart, as unnecessary.

Proposed 8§ 1653.1 consolidates and defines terns of art that
are currently explained throughout subpart A. Definitions that are
generally applicable to the TSP have been noved to 8§ 1690. 1.

Current 8 1653.2 describes those court orders that the TSP
wi |l honor (called “qualifying retirenent benefits court orders”).
The section is generally reorgani zed and the process clarified. In
addition, under current 8 1653.2(b)(3)(iii), a court order can
describe a payee’s entitlenent using a formula, as long as its
vari ables are readily ascertainable fromthe face of the order or
from Governnment records. However, the TSP does not have access to
Governnment records in general; therefore, the proposed rule
requires that the variables nust be readily ascertainable fromthe
order or from TSP records.

Al so, under current 8 1653.2(c)(1), the TSP will honor a court
order relating to an account that contains non-vested noney if the
money wi Il becone vested within 90 days of receipt of the order.
The 90-day period was chosen because, in the TSP s nonthl y-val ued
environnent, it took approxinmately 90 days to process and pay a
qualifying court order. After inplenentation of the new record
keepi ng system a court-ordered paynment nay be processed in as

little as 31 days fromrecei pt of the order; therefore, proposed §



1653. 2(b)(2) reduces the relevant tine period from90 to 30 days.

Proposed 8§ 1653. 3(b) explains that the TSP cannot act on a
retirement benefits court order if the order is inconplete, and
describes the information that is necessary before the TSP wil |
consider a court order to be conplete. 1In 8 1653.3(c), the
term nol ogy has been changed; currently the section states that a
participant’s TSP account will be frozen “upon receipt” of certain
docunents. The proposed section explains that a participant’s
account will be frozen as soon as practicable after the TSP
recei ves a docunent . The substantive effect of the rule remains
the sanme; the anmendnent is intended to bring to the reader’s
attention the fact that court order processing tine mght delay the
freezing of a participant’s account.

Wen the TSP receives a retirenment benefits court order that
purports to divide a participant’s account, the parties are nmailed
a decision letter evaluating the court order and describing its
effect on the participant’s TSP account. |f the court order
requires a paynment fromthe TSP, tax and paynment information are
currently sent to the appropriate parties in a separate mailing.
Proposed 8§ 1653. 3(f) anmends the current rule to provide that the
TSP will provide tax and paynent information with the TSP deci sion
letter.

Proposed 8 1653.3(j) explains howthe TSP will process



multiple retirement benefits court orders relating to the sane TSP
account and replaces current 8 1653.3(1). Currently multiple court
orders requiring paynents to different payees are honored in the
order of their effective dates. As it was originally witten,
FERSA di d not express an order of precedence where nultiple court
orders awarded funds fromthe TSP to different payees. Therefore,
TSP regul ati ons were based on 5 U. S. C. 8435(d)(4), which applies
where nmultiple court orders award survivor annuity interests to

di fferent spouses.

Subsequent |y, FERSA was anended by 8 2(b) of the Child Abuse
Accountability Act (CAAA) of 1994, Public Law 103-358, 108 Stat.
3420, 3421 (codified at 5 U.S.C. 8437(e) and 8467) to provide that
conflicting retirement benefits court orders that award funds to
di fferent payees will be honored on a “first-cone, first-served
basis.” 5 U S.C. 8467(a). The proposed rule conforns 8§ 1653.3 to
t he CAAA.

Section 1653.4 is redrafted to reflect the daily valuation of
TSP accounts. Proposed 8 1653.4(e) codifies the TSP s practice of
paying the stated dollar amount if a retirenent benefits court
order describes a payee’'s entitlenent both as a fixed dollar anount
and as a percentage or fraction of the participant’s account, even
if the percentage or fraction, when applied to the account bal ance,

woul d yield a different result.



Proposed 8§ 1653.4(f) describes a new TSP policy. Currently,
if aretirement benefits court order requires the TSP to pay
interest on an entitlenment, the TSP uses the rates of return
credited to the participant’s account, unless the court order
specifies another rate. Under the new policy, a court order can
still specify the interest rate to be applied to a payee’s
entitlenent by stating an annual percentage rate or a per diem
dollar amount. If none is stated, the TSP will apply the rate of
return for the G Fund. This policy will protect court order
beneficiaries frommarket risk and preserve the value of their
entitlenments until they can be paid.

Finally, proposed 8 1653.4 explains how earnings wll be
calcul ated after the introduction of the new record keepi ng system
Because historical data concerning the nonthly rates of return
credited to a participant’s account under the old systemw ||l not
be converted to the new system the TSP will be unable to apply
those rates of return to a court-ordered paynent after the new
systemis introduced. Therefore, paynents processed after August
31, 2002, will be credited with earnings at the G Fund rate (unless
the order awards earnings at an annual percentage rate or a per
diem dollar anmount), even if earnings are to commence before August
31, 2002.

The court order paynent process is described at



8 1653.5. Currently, the TSP generally disburses a court-ordered
award within 60 to 90 days after approving the paynent. Under the
new process descri bed at proposed

8 1653.5(a), those disbursenents may be nade within 31 to 60 days
after approval. Proposed 8 1653.5(d) describes the general rule
that a paynent will be nade pro rata fromall TSP investnent funds,
contribution sources, and both tax-deferred and tax-exenpt
contributions; however, the anendnent permts a court to specify

t ax- exenpt bal ances that are to be paid froma unifornmed services
TSP account .

Retirenent benefits court orders occasionally instruct the TSP
to mail a court-ordered paynent to a third party addressee, such as
the payee’'s attorney. The TSP s rules for this type of paynent are
t he subj ect of frequent m sunderstanding; therefore, proposed §
1653. 5(e) explains themin detail.

Proposed 8 1653.5(g) is added to describe the order of
precedence for the paynent of multiple court order payees whose
entitlements are created in the sane court order, if the
participant’s account is insufficient to satisfy each payee’s
award. |If the court order establishes an order of precedence, it
wi Il be honored; however, in the absence of an order of precedence,
the TSP will first pay the spouse or forner spouse, then children

or agencies or persons acting on their behalf, and finally the



attorney for the spouse or fornmer spouse.

Subpart B of part 1653 details the TSP s procedures for
reviewi ng | egal processes that enforce a participant’s obligation
to make alinony or child support paynents pursuant to 5 U S. C
8437(e). Several sections of subpart B have been renunbered in the
proposed rule to make them correspond to the anal ogous sections of
subpart A; in addition, duplicate references have been del eted and
replaced with a reference to the corresponding rule in subpart A
The proposed rule renoves current 8 1653.20, which describes the
pur pose and scope of the subpart, as unnecessary. Current 8§

1653. 22, which provides the mailing address for the TSP record
keeper, is condensed into proposed § 1653. 13(b).

The proposed rule adds a new 8§ 1653.13(i) to subpart B to
explain that the TSP will delay or cancel a paynent required by a
qualifying legal process only in response to a request by the |egal
authority that originally issued the | egal process. Proposed §
1653. 13(j) al so changes the order of precedence for the processing
of multiple qualifying | egal processes requiring paynent to
di fferent payees. Because retirenent benefits court orders, |egal
processes, and child abuse court orders require simlar paynents,
and because the latter two orders both satisfy judgnents agai nst
TSP participants, the TSP will process all orders or processes

simlarly.



A new subpart Cis added to part 1653 to explain that child
abuse court orders are enforceabl e against the TSP and how t he TSP
wi |l process them
Anal ysis of Part 1655

On April 14 1997, and August 26, 1998, the Board published in
t he Federal Register (62 FR 18019 and 63 FR 45391, respectively)
final rules concerning the statutory program under which a
partici pant may have tenporary access to his or her account while
still enployed. The rule is codified at 5 CFR part 1655. The
Executive Director revised part 1655 in a proposed rule published
on May 17, 2002 (67 FR 35051). This proposed rule further anmends
the final rules.

Proposed 8 1655.1 renoves all definitions that are generally
applicable to the TSP and places themin 8 1690.1. Definitions
relevant solely to | oans, such as anortization and | oan repaynent
period, are retained in this section.

Sections 1655.2, 1655.4, 1655.5, and 1655.6 are reorgani zed so
that they are nore easily understandable, but are substantially
unchanged. Proposed 8§ 1655.5(b) is anended to make five years the
maxi mumterm for a general purpose |loan and fifteen years the
maxi mumtermfor a residential |oan.

Section 1655.3 is anended to reflect the availability of

i nformati on concerning the cost of a loan in the booklet TSP Loan



Program which is available on the Board s Wb site.

Section 1655.7 is anended to delete references to nonthly
val uation

Section 1655.8 is anended to provide that information
concerning an outstanding loan will now be provided to participants
in their quarterly participant statenents and not in a separate
st at enent .

Section 1655.9 is significantly revised as a result of the
TSP's conversion fromnonthly to daily val uation; however, the
basi ¢ concepts concerning the effect of a | oan on an individual
account remain the sane. For exanple, |oan disbursenents wll now
be issued daily and funds will be renoved fromthe account as soon
as the loan is issued; however, loans will continue to be disbursed
fromenpl oyee contributions pro rata fromeach investnent fund in
whi ch the contributions are invested and pro rata fromtax-deferred
and t ax-exenpt bal ances for uniforned services accounts.

Section 1655. 10, describing the |oan application process, is
revised to reflect the fact that a participant may apply for a | oan
by submtting a paper application or by accessing the TSP Wb site.
The revision takes into account variations in the processes which
depend upon the retirenment coverage of the participant, the
participant’s marital status, and the type of | oan request ed.

Sections 1655.10, 1655.11, and 1655.12, which describe the



processes for subm ssion and approval of a |oan application,

subm ssion of a | oan agreenent, and approval of the |oan, are being
conbi ned and significantly reorgani zed to nmake the entire
application and approval process nore understandable. The
anendnent now covers these topics in 88 1655.10, 1655.11, 1655.12,
and 1655. 13.

Section 1655.14 is anmended to provide that a participant may
choose to nake a partial |oan paynent, in addition to those
paynents that are required to be made through payroll deduction, by
subm tting a personal check or guaranteed funds directly to the TSP
record keeper. Thus, a participant will no longer be required to
reanortize his or her loan if the TSP receives paynents in an
anount different fromthe agreed anount and, for this reason,
current 8 1655.15 is deleted inits entirety.

Current 8 1655.13, concerning taxable distributions, is
renunbered as 8 1655.15. The proposed rule reflects anmendnents to
conformto a daily valued systemand the period of tine after
separation wthin which a |l oan nust either be repaid in full or be
decl ared a taxable distribution.

Section 1655.16 is anmended to delete any reference to required
reanortization. A participant may now reanortize at any tine
unless the loan is in default; however, the interest rate on the

loan will remain the sanme. A loan will automatically be



reanortized upon a participant’s return from nonpay to pay status.

Section 1655.17 is anended to explain that a returned | oan
check will be treated as a repaynent and that information
concerning the anobunt outstanding on a loan is available fromthe
Board’s Wb site, the ThriftLine, or the TSP record keeper.

Sections 1655.18, 1655.19, and 1655.20 are being clarified but
their substance i s unchanged.

Anal ysis of Part 1690

On June 16, 1997, the Board published a final rule in the
Federal Register (62 FR 32473) which established a plan year for
the TSP. The rule is codified at 5 CFR part 1690. On June 9,
1999, the Board published a final rule in the Federal Register (64
FR 31062) that anended part 1690 by adding a rul e explaining the
TSP's requirenents for a valid power of attorney. The proposed
rul e amends the final rule.

Current part 1690 is substantially reorganized. The proposed
rule adds a Subpart A, which incorporates definitions of terns that
are applicabl e throughout the Board s regul ations. Subpart B
i ncorporates the provisions of existing part 1690. The proposed
rule adds 8 1600.13 to subpart B to descri be the docunentation that
is required for the TSP to process transactions for a participant
who is legally unable to act on his or her own behal f because of

physi cal or nental incapacity.



Regul atory Flexibility Act

| certify that these regulations will not have a significant
econom ¢ i npact on a substantial nunber of small entities. They
wll affect only enpl oyees and fornmer enpl oyees of the Federal
Gover nnent .
Paperwor k Reduction Act

| certify that these regul ations do not require additional
reporting under the criteria of the Paperwork Reduction Act of
1980.
Unfunded Mandates Reform Act of 1995

Pursuant to the Unfunded Mandates Reform Act of 1995,
Public Law 104-4, section 201, 109 Stat. 48, 64, the effects of
this regulation on state, local, and tribal governnents and the
private sector have been assessed. This regulation will not conpel
the expenditure in any one year of $100 million or nore by state,
| ocal, and tribal governments, in the aggregate, or by the private
sector. Therefore, a statenment under § 202, 109 Stat. 48, 64-65,
i's not required.
Li st of Subjects
5 CFR Parts 1600, 1601, 1603, 1606, 1645, 1650, 1651, 1653, 1690

Enmpl oynent benefit plans, Governnent enpl oyees, Pensions,
Retirement.

5 CFR Parts 1604, 1655



Enpl oyment benefit plans, Governnment enployees, Mlitary
personnel, Pensions, Retirenent.
5 CFR Part 1605

Adm ni strative practice and procedure, Enploynent benefit
pl ans, Governnent enpl oyees, Pensions, Retirenent.
5 CFR Part 1640

Enpl oyment benefit plans, Governnent enpl oyees, Pensions,

Reporting and record keeping requirenents, Retirenent.

Roger W Mehl e
Executive Director
Federal Retirenent Thrift Investnent Board

For the reasons set out in the preanble, the Executive
Director of the Federal Retirenent Thrift Investnent Board proposes
to anmend 5 CFR chapter VI as foll ows:
PART 1600- - EMPLOYEE ELECTI ONS TO CONTRI BUTE TO THE THRI FT
SAVI NGS PLAN

1. The authority citation for part 1600 is revised to read as
fol |l ows:

Authority: 5 U S.C. 8351, 8432(b)(1)(A), 8432(j), 8474(b)(5)
and (c)(1).

2. Section 1600.1 is revised to read as foll ows:

8§ 1600.1 Definitions.



Definitions generally applicable to the Thrift Savings Pl an
are set forth at 5 CFR 1690. 1.

3. Section 1600.11 is anmended by revising paragraph (a)
introductory text to read as foll ows:

§ 1600. 11 Types of elections.

(a) Contribution elections. A contribution election nust be
made pursuant to 8 1600. 14 and includes the follow ng types of
el ections:

4. Section 1600.12 is anended by revising paragraphs (a) and
(b) to read as foll ows:
8§ 1600.12 Period for making contribution elections.

(a) Participation upon initial appointnent or reappointnent.

An enpl oyee appoi nted, or reappointed followi ng a separation from
Governnent service, to a position covered by FERS or CSRS nay make
a TSP contribution election within 60 days after the effective date
of the appoi ntnent.

(b) Open season el ections. Any enployee may make a

contribution election during an open season. The next open season
wll be October 15, 2002, through Decenber 31, 2002; thereafter,
each year an open season will begin on April 15 and will end on
June 30; a second open season will begin on Cctober 15 and end on

Decenber 31. |If the last day of an open season falls on a



Sat urday, Sunday, or |egal holiday, the open season wll be
extended through the end of the next business day.

5. Section 1600.13 is anended by revising paragraph (a) to
read as foll ows:
8§ 1600. 13 Effective dates of contribution elections.

(a) Participation upon initial appointnent or reappointnent.

TSP contribution el ections nmade pursuant to 8 1600.12(a) wll
becone effective no later than the first full pay period after the
el ection is received by the enpl oyi ng agency or unifornmed service.
Xk * % %

6. Section 1600.14 is anmended by revising paragraphs (a), (b)
introductory text, and (b)(1) to read as foll ows:

§ 1600.14 Method of election.

(a) A participant must submt a contribution election to his
or her enploying agency. Enployees may use either the paper TSP
election form i.e., FormTSP-1 or Form TSP-U-1, or, if provided by
their enploying agency, electronic nedia to nake an election. |If
an electronic nediumis used, all relevant el enents contai ned on
t he paper Form TSP-1 or Form TSP-U-1 nust be included in the
el ectroni ¢ medi um

(b) A contribution election nust:

(1) Be conpleted in accordance with the instructions on Form



TSP-1 or Form TSP-U-1, if a paper formis used;
* * * * *

7. Section 1600.22 is anmended by revising paragraph (a) to
read as foll ows:

§ 1600.22 Maxi mum contri buti ons.

(a) Percentage of basic pay. (1) Subject to paragraphs (b)

and (c) of this section, the maxi mum enpl oyee contribution from
basic pay for a FERS participant for January through Novenber 2002
is 12 percent per pay period. The maxi mum contribution will
i ncrease one percent in Decenber of each year until Decenber 2005,
after which the percentage of basic pay limt will not apply and
the maxi mum contribution will be limted only as provided in
par agr aphs (b) and (c) of this section.

(2) Subject to paragraphs (b) and (c) of this section, the
maxi mum enpl oyee contribution from basic pay for a CSRS or
uni formed services participant for January through Novenber 2002 is
7 percent per pay period. The nmaximumcontribution will increase
one percent in Decenber of each year until Decenber 2005, after
whi ch the percentage of basic pay Ilimt will not apply and the
maxi mum contribution will be limted only as provided in paragraphs
(b) and (c) of this section.
k% x %

8. Section 1600.32 is anmended by revising paragraph (b)(3) to

read as foll ows:



§ 1600.32 Methods for transferring eligible rollover distribution
to TSP.
ok % x %

(b) * * =

(3) The participant nust submt the conpleted Form TSP-60 or
TSP-U- 60, together with a certified check, cashier’s check,
cashier’s draft, noney order, treasurer’s check froma credit
uni on, or personal check, made out to the “Thrift Savings Plan,”
for the entire amount of the rollover. A participant may roll over
the full anpbunt of the distribution by making up, fromhis or her
own funds, the amount that was withheld fromthe distribution for
t he paynent of Federal taxes.
k% x %
PART 1601- - PARTI Cl PANTS' CHO CES OF | NVESTMENT FUNDS

9. The authority citation for part 1601 continues to read as
fol | ows:

Authority: 5 U S.C. 8351, 8438, 8474(b)(5) and (c)(1).
Subpart A--CGeneral

10. Section 1601.1 is revised to read as foll ows:
§ 1601.1 Definitions.

(a) Definitions generally applicable to the Thrift Savings
Plan are set forth at 5 CFR 1690. 1.

(b) As used in this part:



Acknowl edgnent of risk means an acknow edgnent that any

investnent in the F Fund, C Fund, S Fund, or | Fund is nmade at the
participant's risk, that the participant is not protected by the
United States Governnent or the Board agai nst any | oss on the
investnent, and that neither the United States Governnment nor the
Board guarantees any return on the investnent.

11. Subparts B and C are revised to read as foll ows:
Subpart B--lnvesting Future Deposits
Sec.
1601.11 Applicability
1601.12 Investing future deposits in the TSP investnent

funds.
1601. 13 El ecti ons.
Subpart C--Redistributing Participants’ Existing Account Bal ances
1601.21 Applicability.

1601.22 Methods of requesting an interfund transfer.

A A O A A A A A A A A A S A At it
Subpart B--lnvesting Future Deposits
1601.11 Applicability

This subpart applies only to the investnent of future deposits

to the TSP's investnent funds, including contributions, |oan

- 40 -



paynents, and transfers or rollovers fromeligible enployer plans

and traditional IRAs; it does not apply to redistributing

partici pants’ existing account bal ances anong the investnent funds,

which is covered in subpart C of this part.

§ 1601.12 Investing future deposits in the TSP investnent funds.
(a) Future deposits in the TSP, including contributions, |oan

paynents, and transfers or rollovers fromeligible enployer plans

and traditional IRAs, will be allocated anong the investnent funds

based on the nost recent contribution allocation nade by the

partici pant pursuant to § 1601. 13.

(b) lnvestnment fund availability. Al participants nmay el ect

to invest all or any portion of their deposits in any of the TSP s
five investnment funds.
§ 1601.13 Elections.

(a) Contribution allocation. Each participant may indicate

his or her choice of investnment funds for the allocation of future
deposits by using the TSP Wb site or the ThriftLine, or by
conpl eting Form TSP-50 or Form TSP- U-50, I|nvestnent Allocation.
The followi ng rules apply to contribution allocations:

(1) Contribution allocations nust be nmade in one percent
increnents. The sum of the percentages elected for all of the
i nvestment funds nmust equal 100%

(2) The percentage el ected by a participant for investnent of

future deposits in an investnent fund will be applied to al

- 41 -



sources of contributions and transfers fromeligible enployer plans
and traditional IRAs. A participant may not nake different
percentage el ections for different sources of contributions;

(3) A participant who elects for the first time to invest in
the F Fund, C Fund, S Fund, or | fund nust execute an
acknow edgrment of risk in accordance with § 1601.33. |n addition,
a participant who, before Septenber 2002, has only invested in the
F Fund or C Fund, nust execute an acknow edgnent of risk in
accordance with § 1601. 33 before making any new el ection to invest
in the F Fund, C Fund, S Fund, or | Fund;

(4) Al deposits made on behalf of a participant who does not
have a contribution allocation in effect will be invested in the G
Fund; and

(5) Once a contribution allocation beconmes effective, it
remains in effect until it is superseded by a subsequent
contribution allocation. |If a separated participant is rehired and
had not withdrawn his or her entire TSP account, the participant’s
| ast contribution allocation before separation fromservice will be
given effect until a new allocation is made.

(b) Effect of rejection of contribution allocation. If a

contribution allocation on a Form TSP-50 or Form TSP-U-50 is found
to be ineffective pursuant to 8 1601.34, the attenpted allocation
will have no effect. The TSP will provide the participant with a

witten statenent of the reason the transaction was rejected.

- 42 -



(c) Contribution elections. A participant may designate the

anount of enpl oyee contributions he or she wishes to make to the

TSP or may stop contributions only in accordance with 5 CFR part

1600.

Subpart C--Redistributing Participants’ Existing Account Bal ances
§ 1601.21 Applicability.

This subpart applies only to redistributing participants’
exi sting account bal ances anong the TSP s investnent funds; it does
not apply to the investnent of future deposits, which is covered in
subpart B of this part.

§ 1601.22 Methods of requesting an interfund transfer.

(a) Participants may make an interfund transfer using the TSP
Wb site or the ThriftLine, or by conpleting a Form TSP-50 or Form
TSP- U-50, Investnment Allocation. The following rules apply to an
interfund transfer request:

(1) Interfund transfer requests nust be nade in one percent
increnents. The sum of the percentages elected for all of the
i nvestment funds nmust equal 100%

(2) The percentages elected by the participant will be applied
to the bal ances in each source of contributions and to both tax-
deferred and tax-exenpt bal ances on the effective date of the
interfund transfer.

(3) Any participant who elects to invest in the F Fund, C

Fund, S Fund, or | Fund for the first tine nust execute an
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acknow edgrment of risk in accordance with § 1601.33. |n addition,
a participant who, before Septenber 2002, has only invested in the
F Fund or C Fund, nust execute an acknow edgnent of risk in
accordance with § 1601. 33 before making any new el ection to invest
in the F Fund, C Fund, S Fund, or | Fund.

(b) An interfund transfer request has no effect on deposits
made after the effective date of the interfund transfer request;
subsequent deposits will continue to be allocated anong the
i nvestnment funds in accordance with the participant’s contribution
al | ocati on made under subpart B of this part.

(c) If an interfund transfer on a Form TSP-50 or Form TSP- U 50
is found to be ineffective pursuant to 8 1601. 34, the purported
transfer will have no effect. The TSP will provide the participant
with a witten statenent of the reason the formwas rejected.
Subpart D--Contribution Allocations and Interfund Transfer Requests

12. Section 1601.32 is revised to read as foll ows:

§ 1601.32 Timng and posting dates.

(a) Posting dates. (1) A contribution allocation or an inter-

fund transfer entered into the TSP record keeping systemby a
partici pant who uses the TSP Wb site or the ThriftLine, or by a
TSPSO partici pant service representative at the participant’s
request, at or before 11:00 a.m central tinme of any business day,
will ordinarily be posted that business day. A contribution

all ocation or an interfund transfer request nmade on the TSP Wb
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site, the ThriftLine, or with a TSPSO partici pant service
representative, after 11:00 a.m central tinme of any business day
will ordinarily be posted on the next business day.

(2) A contribution allocation or an interfund transfer request
made on the TSP Wb site or the ThriftLine on a non-busi ness day
will ordinarily be posted on the foll ow ng business day.

(3) Acontribution allocation or an interfund transfer request
made on Form TSP-50 or Form TSP-U-50 will ordinarily be posted
under the rules in paragraph (a)(1) of this section, based on when
the formis entered into the TSP system by the TSP record keeper.
Such forns are ordinarily entered into the systemw thin 24 hours
of their receipt by the TSP record keeper.

(4) I'n nost cases, the share price(s) applied to an interfund

transfer request is the value of the shares on the date the

rel evant transaction is posted. |In sone circunstances, such as
error correction, the share price(s) for an earlier date will be
used.

(b) Limt. Thereis nolimt on the nunber of contri- bution
all ocations or interfund transfer requests that may be nmade by a
parti ci pant.

(c) Multiple contribution allocations or interfund transfer

requests. (1) If two or nore contribution allocations or two or
nore interfund transfer requests are received for a participant and

woul d be posted on the sanme day, the following rules will apply:
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(i) If one or nore of the contribution allocations or
interfund transfer requests are submtted through the Wb site or
the ThriftLine and one or nore are nmade on Form TSP-50 or Form TSP-
U-50 and woul d be posted on the sane day, only the |atest
contribution allocation or interfund transfer request nade through
the Web site or the ThriftLine will be posted.

(ii) If one or nore of the contribution allocations or
interfund transfer requests are made through the TSP Wb site or
the ThriftLine, only the contribution allocation or interfund
transfer request entered at the latest tine will be posted.

(tii) If the contribution allocations or interfund transfer
requests are submtted using Form TSP-50 or Form TSP-U- 50, the
formse will be posted in the order they are received by the TSP
record keeper.

(2) For purposes of determning the date and tinme of a
contribution allocation or an interfund transfer request in
applying the rules of this paragraph (c), the follow ng rul es
appl y:

(i) The date and tinme of a contribution allocation or
interfund transfer request nade through the TSP Wb site or the
ThriftLine is the date and time the participant confirns the
per cent ages.

(ii) Central time is used for determning the date and tine on

which a transaction is entered and confirned through the TSP Wb
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site or the ThriftLine.

(d) Cancellation of contribution allocation or interfund

transfer request. (1) A contribution allocation or an interfund

transfer request may be cancelled through the TSP Wb site, the
ThriftLine, through witten correspondence, or by contacting a
partici pant service representative.

(2) A contribution allocation or an interfund transfer request
may be cancelled by entering the cancellation on the TSP Wb site
or the ThriftLine only up to the deadline, described in paragraph
(a) of this section, that is applicable to the original request.
| f a change or cancellation is received after the deadline, the
original request will be processed as schedul ed. Any subsequent
request will then be processed in turn.

(3) A participant nay al so cancel a contribution allocation or
an interfund transfer request by submtting a letter to the TSP
record keeper that requests cancellation and neets the foll ow ng
requi renents:

(1) The cancellation letter nust be signed and dated and nust
contain the participant’s name, Social Security nunber, and date of
bi rth.

(i1i) The cancellation for the pending transaction nust be
recei ved before the relevant transaction is processed.

(i) The letter nust state unanbi guously the specific

contribution allocation or interfund transfer request it seeks to
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cancel .

(A) If it does not identify the specific contribution
all ocation or interfund transfer request it seeks to cancel, the
witten cancellation will apply to any pending contribution
all ocation or interfund transfer request with a date (as determ ned
under this paragraph (c)(3)) before the date of the cancellation
letter.

(B) If the date of a cancellation letter is the sane as the
date of a pending contribution allocation or an interfund transfer
request and the request was made on Form TSP-50 or Form TSP- U 50,
the formw Il be cancell ed.

(C If the request was made on the TSP Wb site or ThriftlLine,
it will only be cancelled if the witten cancellation specifies the
date of the TSP Wb site or ThriftLi ne request to be cancell ed.

(D) If there is no contribution allocation or interfund
transfer pending when the witten cancellation is processed by the
TSP record keeper, the cancellation will have no effect.

Cancel lation letters will not be held until a contribution
all ocation or interfund transfer request is received.
13. Section 1601.34 is revised to read as foll ows:
8§ 1601.34 Effectiveness of Form TSP-50 or Form TSP- U 50.
A Form TSP-50 or Form TSP-U-50 will not be effective if:
(a) It is not signed and dated or contains a future date, a

date nore than one year before the TSP's receipt of the form or an
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invalid date.

(b) It is mssing a Social Security nunber, date of birth, or
the participant’s first or |ast nane.

(c) The participant’s date of birth does not match the
information in the TSP records.

(d) The contribution allocation or interfund transfer
per cent ages do not total 100% or the percentages are not entered
as whol e nunbers. An error under this paragraph (d) will not
invalidate the entire form but only that transaction for which the
error occurred.

(e) Such other reasons as may be determ ned by the Executive
Director.
PART 1603- - VESTI NG

14. The authority citation for part 1603 continues to read as
fol | ows:

Authority: 5 U S.C. 8432(g), 8432b(h)(1), 8474(b)(5) and
(c)(1).

15. Section 1603.1 is revised to read as foll ows:
§ 1603.1 Definitions.

(a) Definitions generally applicable to the Thrift Savings
Plan are set forth at 5 CFR 1690. 1.

(b) As used in this part:

Servi ce neans:

(1) Any non-mlitary service that is creditable under either 5
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U.S.C. chapter 83, subchapter 111, or 5 U S.C. 8411, provided,
however, that such service is to be determ ned without regard to
any time limtations, any deposit or redeposit requirenents
contained in those statutory provisions after performng the
service involved, or any requirenent that the individual give
witten notice of that individual’s desire to becone subject to the
retirement systemestablished by 5 U S.C. chapters 83 or 84; or

(2) Any mlitary service creditable under the provisions of 5
U S.C. 8432b(h)(1) and the regulations at 5 CFR part 1620, subpart
H

Uni fornmed services nmeans the Arny, Navy, Air Force, Marine

Cor ps, Coast Guard, Public Health Service, and the National Cceanic
and At nospheric Adm ni stration.

Vested neans those amounts in an individual account which are
nonforfeitable.

Year of service means one full cal endar year of service.

16. Section 1603.2 is anended by revising paragraph (a) to
read as foll ows:
§ 1603.2 Basic vesting rules.

(a) All anpbunts in a CSRS enpl oyee’s or uniformed service

menber’ s individual account are inmmedi ately vested.

* * * * *
PART 1604- UNI FORVED SERVI CES ACCOUNTS
17. The authority citation for part 1604 is revised to read as
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fol | ows:

Aut hority: 5 U S.C. 8440e, 8474(b)(5) and (c)(1).

18. Section 1604.4(a)(1l) is revised to read as foll ows:
§ 1604.4 Contributi ons.

(a) * * *

(1) Tenporary percentage limtations. Subject to paragraph

(a)(2) of this section, the maxi mum TSP regul ar enpl oyee
contribution (including conbat zone contributions) a service nenber
may meke for January through Novenber 2002 is 7 percent of basic
pay per pay period. The maxi mumcontribution will increase one
percent in Decenber of each year until Decenber 2005, after which
t he percentage of basic pay |limt will not apply and the maxi num
contribution will be limted only as provided in paragraph (a)(2)
of this section.
ok % x %
PART 1605- - CORRECTI ON OF ADM NI STRATI VE ERRORS

19. The authority citation for part 1605 is revised to read as
fol | ows:

Authority: 5 U S.C. 8351, 8432a, and 8474(b)(5) and (c)(1).
Subpart A--CGeneral

20. Section 1605.1 is revised to read as foll ows:
§ 1605.1 Definitions.

(a) Definitions generally applicable to the Thrift Savings



Pl an are set forth at 5 CFR 1690. 1.
(b) As used in this part:

“As of” date nmeans the date on which a TSP contri buti on or

ot her transaction entailing acquisition of investnent fund shares
shoul d have taken place. Enploying agencies use this date on

paynent records to report makeup or |ate contributions.

Attributable pay date ordinarily neans the pay date of an
erroneous contribution for which a negative adjustnment is being
made or, in the case of the unifornmed services, the pay date of a
contribution that is being recharacterized fromtax-deferred to
t ax- exenpt, or vice versa. However, if the erroneous contribution
was a nmakeup or late contribution, the attributable pay date is the
“as of” date of the erroneous makeup or late contribution.

Board error nmeans any act or om ssion by the Board which is

not in accordance with applicable statutes, regulations, or the
Board’ s admi nistrative procedures that are nmade available to
enpl oyi ng agenci es and/ or TSP parti ci pants.

Br eakage neans the loss incurred or the gain realized on
makeup or late contributions. It is the difference between the
val ue of the shares of the applicable investnent fund(s) that would
have been purchased had the contribution been made on the “as of”
date and the value of the shares of the same investnment fund(s) on
the date the contribution is posted to the account.

Dol lar value as of August 31, 2002, applies to contributions
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that are subject to breakage with an “as of” date on or before
August 31, 2002, or a negative adjustnent with an attributabl e pay
date on or before August 31, 2002, and neans the anmount of a
contribution or negative adjustment plus earnings on that anount
fromthe “as of” date or attributable pay date through August 31,
2002, conputed pursuant to TSP procedures for allocating earnings
that were in effect for the relevant tine period and based upon the
historic nonthly rates of return for the applicabl e investnent
fund(s), without regard to any interfund transfer occurring between
the “as of” date or attributable pay date and August 31, 2002.

Enpl oyi ng agency error neans any act or om ssion by an

enpl oyi ng agency which is not in accordance with all applicable
statutes, regulations, or adm nistrative procedures, including
i nternal procedures promul gated by the enploying agency and TSP
procedures provided to enpl oyi ng agenci es by the Board.

FERCCA correction neans the correction of a retirenent

coverage error pursuant to the Federal Erroneous Retirenent
Coverage Corrections Act, title Il, Public Law 106-265, 114 Stat.
770.

Late contributi ons neans:

(1) Enployee contributions that were tinely deducted froma
participant’s basic pay but were not tinely reported to the TSP
record keeper for investnent;

(2) Enpl oyee contributions that were tinely reported to the
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TSP but were not tinely posted to the participant’s account by the
TSP because the paynent record on which they were submtted
contai ned errors;

(3) Agency matching contributions attributable to enpl oyee
contributions referred to in paragraphs (1) or (2) of this
definition; and

(4) Del ayed agency automatic (1% contributions.

Makeup contributions are enpl oyee contributions that should

have been deducted froma participant’s basic pay or enployer
contributions that should have been charged to an enpl oyi ng agency
on an earlier date, but were not deducted or charged and, con-
sequently, are being deducted or charged currently.

Negati ve adjustnment mnmeans the renoval of noney froma

participant’s TSP account by an enpl oyi ng agency.

Negative adjustnment record nmeans a data record submtted by an

enpl oyi ng agency to renove froma participant's TSP account noney
whi ch the agency had previously submtted in error.

Pay date neans the date established by an enpl oyi ng agency for
paynent of its enployees or service nenbers.

Paynent record nmeans a data record submtted by an enpl oyi ng

agency to report contributions or |oan paynments to a participant’s
TSP account .

Record keeper error means any act or omi ssion by the TSP

record keeper that is not in accordance with applicable statutes,
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regul ations, or adm nistrative procedures nade available to
enpl oyi ng agenci es and/ or TSP parti ci pants.

21. A new 8§ 1605.2 is added to Subpart A to read as foll ows:
§ 1605.2 Calculating, posting, and chargi ng breakage.

(a) Breakage will be cal cul ated on makeup agency contri butions
that are reported on current paynent records, and on makeup and
|ate contributions fromall sources that are reported on late
paynent records.

(b) Breakage will be cal cul ated and posted as foll ows:

(1) The participant’s contribution allocation for the “as of”
date on the paynent record will be determ ned as foll ows:

(1) I'f the “as of” date is after April 30, 2001, the TSP wl|
use the contribution allocation on file for the “as of” date.

(1i) If the “as of” date is before May 1, 2001, the TSP will
derive a contribution allocation fromthe investnent of a
contribution made for that date. |If no contribution was made for
the “as of” date, the TSP will derive a contribution allocation
fromthe investnment of the last contribution made within the 45
days preceding that date. |If no contribution was made within this
time, the derived contribution allocation will be 100% G Fund.

(2) The TSP will determ ne the nunber of shares of the
appl i cabl e i nvestnment fund(s) that woul d have been purchased had
the contribution been made on tine by dividing the anbunt of the

contri bution that woul d have been nade to each investnent fund
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(using the contribution allocation determ ned in paragraph (b)(1)
of this section) by the applicable share price. |If the “as of”
date is after August 31, 2002, the TSP will determ ne the nunber of
shares of each investnent fund that woul d have been purchased on
the “as of” date. |If the “as of” date is before Septenber 1, 2002,
the TSP will determ ne the nunber of shares that the dollar val ue
of the contribution as of August 31, 2002, would have purchased on
August 31, 2002.

(3) For each investnent fund, the TSP will determ ne the
val ue of the nunber of shares that woul d have been purchased, as
determ ned i n paragraph (b)(2) of this section, on the date the
contributions are posted to the account.

(4) The TSP will subtract the amount of the contributions
t hat woul d have been made to each investnent fund on the “as of”
date fromthe value of the shares on the posting date, as
determ ned i n paragraph (b)(3) of this section.

(5) The TSP will post the anmount determ ned in paragraph
(b)(4) of this section (which may be positive or negative) and the
associated contribution to the participant’s account in accordance
with the participant’s contribution allocation in effect on the
posting date using the applicable share prices. |[|f the participant
had no contribution allocation in effect on the posting date, the
contributions and breakage will be allocated to the G Fund.

(6) If the TSP posts multiple enployer makeup contri butions
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with different “as of” dates for a participant on the same business
day, the anount of breakage charged to the enpl oyi ng agency or
forfeited to the TSP will be determ ned separately for each
contribution, without netting any gains or |osses attributable to
different “as of” dates. |If the TSP posts nultiple enpl oyer makeup
contributions with the sane “as of” date for a participant on the
sanme business day, gains and | osses fromdifferent sources of
contributions or different investnment funds will not be netted

agai nst each other. Instead, breakage will be determ ned
separately for each investnent fund by source of contribution

(7) Interfund transfers occurring between the “as of” date of
t he makeup contribution and the date the contribution is posted
will not be considered in correcting an enpl oyi ng agency error.

(c) If the amobunt determ ned in paragraph (b)(4) of this
section is positive (i.e., the value of the shares that woul d have
been purchased is greater on the posting date than on the “as of”
date), the enploying agency will be charged the difference between
the contribution and the anmobunt posted to the account. |If the
anount determ ned in paragraph (b)(4) of this section is negative
(i.e., the value of the shares that woul d have been purchased is
| ess than on the posting date), the difference between the
contribution and the anmount posted to the account will be forfeited
to the TSP and used to offset admi nistrative expenses.

Subpart B--Enpl oyi ng Agency Errors
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22. Section 1605.11 is revised to read as fol |l ows:
§ 1605.11 Makeup of missed or insufficient contributions.

(a) Applicability. This section applies whenever, as the

result of an enploying agency error, a participant does not receive
all of the TSP contributions to which he or she is entitled. This
i ncludes situations in which an enpl oyi ng agency error prevents a
partici pant from making an election to contribute to his or her TSP
account, in which an enploying agency fails to inplenent a
contribution election properly submtted by a participant, in which
an enpl oyi ng agency fails to nake agency automatic (1%
contributions or agency matching contributions that it is required
to make, or in which an enpl oyi ng agency otherw se erroneously
contributes less to the TSP for a participant’s account than it
shoul d have. The corrections required by this section nust be nmade
in accordance with this part and the procedures provided to

enpl oyi ng agencies by the Board in bulletins or other guidance. It
is the responsibility of the enploying agency to determ ne whet her
it has nade an error that entitles a participant to correction
under this section.

(b) Enployer makeup contributions. |If an enploying agency has

failed to nake agency automatic (1% contributions that are
required under 5 U. S.C. 8432(c)(1)(A), agency nmatching
contributions that are required under section 8432(c)(2),

conversion contributions that are required under section
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8432(c)(3), or matching contributions that are authorized under 37
U S C 211(d), the follow ng rules apply:

(1) The enpl oying agency nust pronptly submit all m ssed
contributions to the TSP record keeper on behalf of the affected
participant. For each pay date involved, the enploying agency mnust
subnmit a separate paynent record showing the “as of” date for the
contri butions.

(2) The TSP will calculate the breakage due to the parti ci pant
and post both the contributions and the associ ated breakage to the
account in accordance with § 1605. 2.

(c) Enployee makeup contributions. Wthin 30 days of

receiving information fromhis or her enploying agency indicating
that the enpl oyi ng agency acknow edges that an error has occurred
whi ch has caused a | esser anount of enployee contributions to be
made to the participant's account than should have been made, a
participant may elect to establish a schedule to nake up the
deficient contributions through future payroll deductions.
Enpl oyee makeup contributions can be nade in addition to any TSP
contributions that the participant is otherwise entitled to make.
The follow ng rules apply to enpl oyee makeup contri buti ons:

(1) The schedul e of nmakeup contributions el ected by the
partici pant nmust establish the dollar anmount of the contributions
to be nade each pay period over the duration of the schedule. The

contribution anount per pay period may vary during the course of
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t he schedul e, but the ampunts to be contributed nust be established
when the schedule is

created. The length of the schedule may not exceed four tines the
nunber of pay periods over which the error occurred.

(2) At its discretion, an enploying agency may set a ceiling
on the length of a schedul e of enpl oyee makeup contri butions which
is less than four tines the nunber of pay periods over which the
error occurred. The ceiling may not, however, be |less than tw ce
t he nunber of pay periods over which the error occurred.

(3) The enpl oying agency nust inplement the participant’s
schedul e of nakeup contributions as soon as practicabl e.

(4) For each pay date involved, the enpl oyi ng agency nust
subnmit a separate paynent record showing the “as of” date for which
t he enpl oyee contribution should have been nade. An enployee is
not eligible to nake up contributions with an “as of” date
occurring during a period of six nmonths follow ng a financi al
hardship in-service withdrawal, as provided in 5 CFR 1650.33. An
enpl oyee may make up contributions during a period of ineligibility
due to a hardship withdrawal as long as the “as of” date is for an
earlier period.

(5) Enpl oyee makeup contributions will be invested in
accordance with the participant’s current contribution allocation.
The nunber of shares of each investnment fund that will be purchased

will be determ ned by dividing the anmount of the makeup
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contributions by the share price of the applicable investnent
fund(s) on the posting date.

(6) Enpl oyee makeup contributions will not be considered in
appl yi ng the maxi mum anount per pay period that a participant is
permtted to contribute to the TSP, but will be included for
pur poses of applying the annual limt contained in section 402(g)
of the Internal Revenue Code (26 U. S.C. 402(g)(1)). For purposes
of applying the annual limt of section 402(g), enployee makeup
contributions will be applied against the Iimt for the year of the
“as of” date.

(i) Before establishing a schedul e of enpl oyee makeup
contributions, the enpl oying agency nust review any schedul e
proposed by the affected participant, as well as the participant's
prior TSP contributions, if any, to determ ne whether the makeup
contributions, when conbined with prior contributions for the sane
year, would exceed the annual contribution limt(s) contained in
section 402(g) for the year(s) with respect to which the
contributions are bei ng made.

(1i) The enploying agency must not permt contributions that,
when conbined with prior contributions, would exceed the applicable
annual contribution limt contained in section 402(9).

(7) A schedul e of enpl oyee nmakeup contributions may be
suspended if a participant has insufficient net pay to permt the

makeup contributions. [If this happens, the period of suspension
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shoul d not be counted agai nst the nmaxi num nunber of pay periods to
which the participant is entitled in order to conplete the schedul e
of makeup contri butions.

(8) A participant may elect to term nate a schedul e of
enpl oyee makeup contributions at any tinme, but a termnation is
irrevocable. A participant may not elect to nmake partial paynents
under the schedule. |If a participant separates from Governnment
service, the participant nay el ect to accel erate the paynent
schedule by a lunp sumcontribution fromhis or her final paycheck.

(9) At the same tine that a participant nakes up m ssed
enpl oyee contri butions, the enpl oyi ng agency nust make any agency
mat chi ng contri butions that woul d have been nmade had the error not
occurred. Agency matching contributions nmust be subm tted pursuant
to the rules set forth in paragraph (b) of this section. A
partici pant may not receive matching contributions associated with
any enpl oyee contributions that are not actually nade up. |If
enpl oyee makeup contributions are suspended in accordance with
paragraph (c)(7) of this section, the paynent of agency matching
contributions nust al so be suspended.

(10) If a participant transfers to an enpl oyi ng agency
different fromthe one by which the participant was enpl oyed at the
time of the m ssed contributions, it remains the responsibility of
the former enpl oyi ng agency to determ ne whet her enpl oyi ng agency

error was responsible for the mssed contributions. If it is
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determ ned that such an

error has occurred, the current agency nust take any necessary
steps to correct the error. The current agency may seek

rei nbursenent fromthe fornmer agency of any anount that woul d have
been paid by the forner agency had the error not occurred.

(11) Enpl oyee makeup contributions may be nade only by payrol
deduction from basic pay or, for unifornmed services participants,
from basi c pay, incentive pay, or special pay, including bonuses.
Contri butions by check, noney order, cash, or other form of paynent
directly fromthe participant to the TSP, or fromthe partici pant
to the enploying agency for deposit to the TSP, are not permtted.

23. Section 1605.12 is anended by revising paragraphs
(b)(1),(c), (f)(1), and (f)(2) to read as foll ows:

§ 1605.12 Renoval of erroneous contributions.
k% x %

(b) * * =

(1) To renobve noney froma participant’s account, the
enpl oyi ng agency nust submit, for each attributable pay date
i nvol ved, a negative adjustnent record stating the anmount of the
erroneous contribution being renoved, the attributable pay date
with respect to which the erroneous contribution was nmade, and the
source(s) of the contributions.

* * * * *

(c) Processing negative adjustnents. A negative adjustnent
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will be allocated anong i nvestnment funds in the sanme manner as the
original contribution. The current value of the contributions that
t he agency seeks to renove by the negative adjustnment will be
calculated in accordance with the follow ng rules:

(1) If the attributable pay date for the erroneous
contribution is on or before August 31, 2002, the TSP will:

(i) For each source of contributions, determ ne the dollar
val ue as of August 31, 2002 (as defined in § 1605.1(b)), of the
amount of the contributions to be renoved from each investnent
f und;

(1i) For each source of contributions and each investnent
fund, convert the dollar value determ ned in paragraph (c)(1)(i) of
this section to shares by dividing by $10.00; and

(i) Multiply the price per share for the date the adjustnent
is posted by the nunber of shares cal cul ated in paragraph
(c)(1)(ii) of this section

(2) If the attributable pay date of the negative adjustnent is
after August 31, 2002, the TSP will:

(1) For each source and type of contributions and for each
i nvestment fund, determ ne the nunber of shares that represents the
amount of the contribution to be renoved fromthe investnent fund
based upon the share price on the attributable pay date; and

(1i) Multiply the price per share on the date the adjustnent

is posted by the nunber of shares calculated in paragraph (c)(2)(i)
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of this section.
x ok x * %

(F) * * *

(1) I'f nultiple negative adjustnents for the sane attributable
pay date for a participant are posted on the sane busi ness day, the
anount renmoved fromthe participant’s account and used to offset

TSP adm ni strative expenses or returned to the enpl oyi ng agency

will be determ ned separately for each adjustnent. Earnings and
| osses for erroneous contributions nade on different dates will not
be netted agai nst each other. |In addition, for negative adjustnent

for any attributable pay date, gains and | osses fromdifferent

sources of contributions or different investnent funds will not be
netted agai nst each other. Instead, each attributable pay date
each source of contributions and each i nvestnent fund will be

treated separately for purposes of these cal cul ati ons;

(2) The anount conputed by application of the rules in this

section will be renmoved fromthe participant’s account pro rata
fromall investnent funds, by source, based on the allocation of

the participant’s nost recent account bal ance; and

24. Section 1605.13 is anended by renovi ng paragraph (a)(4)
and by revising paragraphs (a)(3), (b)(3), and (d) to read as
foll ows:

§ 1605. 13 Back pay awards and ot her retroactive pay adj ust nment s.
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(a) * * *
(3) Al makeup contributions under this paragraph (a) and
associ at ed breakage will be invested according to the participant’s
contribution allocation on the posting date. However, breakage

will be cal culated using the G Fund share prices and, if
applicable, rates of return, unless the court or other tribunal
with jurisdiction over the back pay case orders otherw se.

(b) * * *

(3) Al makeup contributions under this paragraph (b) and
associ at ed breakage will be posted to the participant’s account
based on the participant’s contribution allocation on the posting
date. However breakage will be cal culated using the participant’s

contribution allocation on the “as of” date reported by the

enpl oyi ng agency.

* * * * *

(d) Prior withdrawal of TSP account. |If a participant has

wi t hdrawn his or her TSP account other than by

purchasi ng an annuity, and the separation from Gover nnent

enpl oyment upon which the withdrawal was based is reversed,
resulting in reinstatenent of the participant without a break in
service, the participant will have the option to restore the anount
wi thdrawn to his or her TSP account. The right to restore the

wi thdrawn funds will expire if notice is not provided by the

participant to the Board within 90 days of reinstatenent. |If the
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participant returns the funds that were w thdrawn, the nunber of
shares purchased will be determ ned by using the share price of the
applicable investnment fund on the posting date. No breakage will
be incurred on any restored funds.

k% x %

25. Section 1605.14 is anended by revising the section
headi ng and paragraph (b) to read as foll ows:

§ 1605.14 Msclassified retirenment system coverage.
k% x %

(b) If a FERS participant is msclassified by an enpl oyi ng
agency as a CSRS participant, when the msclassi- fication is
corrected:

(1) The participant nay not elect to have the contributions
made while classified as CSRS renoved fromhis or her account;

(2) The participant nmay, under the rules of § 1605.11, elect
to make up contributions that he or she woul d have been eligible to
make as a FERS participant during the period of msclassification;

(3) The enpl oyi ng agency nust, under the rules of § 1605.11
make agency automatic (1% contributions and agency matching
contributions on enpl oyee contributions that were made whil e the
partici pant was m scl assified;

(4) If the retirement coverage correction is a FERCCA
correction, the enploying agency must submt makeup enpl oyee

contributions on |ate paynent records. The participant is entitled
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to breakage (or lost earnings) on contributions fromall three
sources. Breakage (or lost earnings) will be cal cul ated pursuant
to 8 1605.2. If the retirement coverage correction is not a FERCCA
correction, the enploying agency must submt makeup enpl oyee
contributions on current payroll records; in such cases, the

enpl oyee is not entitled to breakage. Agency makeup contri butions
may be submitted on either current or |ate paynment records; and

(5) If enployee contributions were made up before the Ofice
of Personnel Managenent inplenmented its regulations on FERCCA
correction, and the correction is considered to be a FERCCA
correction, an anount to replicate TSP | ost earnings will be
calculated by the Ofice of Personnel Managenment pursuant to its
regul ati ons and provided to the enpl oying agency for transm ssion
to the TSP record keeper.

x ok x * %

26. A new 8 1605.15 is added to read as foll ows:

§ 1605.15 Reporting and processing late contributions and |ate

| oan paynents.

(a) The enpl oying agency nmust pronptly submt |ate
contributions to the TSP record keeper on behalf of the affected
participant on | ate paynent records as soon as the error is
di scovered. For each pay date involved, the enpl oying agency nust
submit a separate record showing the “as of” date for the

contributions. Breakage for both enpl oyee and agency contri butions
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wi |l be cal cul ated, posted, and charged to the agency or forfeited
to the TSP in accordance with § 1605. 2.

(b) 1If an enpl oyi ng agency deducts | oan paynents from a
participant’s pay, but fails to submt those paynents to the TSP
for the pay date for which they were deducted (or submits themin a
manner that prevents themfrombeing tinely credited to the
participant’s account), the enploying agency will be responsible
for paying breakage using the procedure described in §8 1605.2. The
| oan paynent record nust contain the “as of” date for which the
| oan paynent was deduct ed.

(c) Al contributions or |oan paynents on paynent records
contained in a payroll subm ssion received froman enpl oyi ng agency
nore than 2 days after the pay date associated with the payrol
subm ssion (as reported on the appropriate journal voucher), wll
be subject to breakage cal cul ated, posted, and charged to the
enpl oyi ng agency (or forfeited to the TSP) in accordance with §
1605.2. The enploying agency will be apprised of the breakage due
for each record reported on the | ate subm ssion.

PART 1606--LOST EARNI NGS ATTRI BUTABLE TO EMPLOYI NG AGENCY ERRORS

27. The authority citation for part 1606 continues to read as
fol | ows:

Aut hority: 5 U S.C 8432a, 8474(b)(3) and (c)(1). Section
1606.5 al so issued under Title Il, Pub. L. 106-265, 114 Stat. 770.

Subpart A--CGeneral Provisions



28. Section 1606.1 is revised to read as foll ows:
§ 1606.1 Definitions.

(a) Definitions generally applicable to the Thrift Savings
Plan are set forth at 5 CFR 1690. 1.

(b) Definitions generally applicable to enploying agency
errors and their correction are set forth at 5 CFR 1605.1

(c) As used in this part:

Lost earnings record neans a data record containing

i nformation enabling the TSP systemto conpute |ost earnings.

29. Section 1606.2 is revised to read as foll ows:
§ 1606.2 Purpose.

(a) Wth the inplenentation of the TSP s daily val ued record
keepi ng system | osses suffered by participants arising out of
enpl oyi ng agency errors will be corrected by cal cul ati ng and
posting breakage to an affected participant’s account. Breakage
wi Il be calculated as described in 5 CFR 1605.2. However, in sone
cases, an enpl oyi ng agency nay have submitted contributions subject
to | ost earnings before inplenentation of the daily valued record
keeping system As a result, a transition period until March 31,
2003, is provided to enabl e enpl oyi ng agencies to submt | ost
earni ngs records associated with these contri butions.

(b) After March 31, 2003, all makeup and late contributions
subj ect to breakage should be reported as described in 5 CFR part

1605 and the use of |ost earning records will be discontinued.
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Thus, only contributions and | oan paynents subject to | ost earnings
whi ch were posted to participants’ account before Septenber 1
2002, and for which | ost earnings records are not submtted by
August 31, 2002, are covered by this part. Al paynents posted
after August 31, 2002, are covered by 5 CFR part 1605.

30. Section 1606.4 is anmended by revising paragraph (c) to
read as foll ows:
§ 1606.4 Applicability.
k% x %

(c) As explained in § 1606.2, this part applies to errors that
occurred before Septenber 1, 2002.
k% x %
Subpart B--Lost Earnings Attributable to Del ayed or Erroneous
Contri butions

31. Section 1606.5 is anmended by revising paragraph (a)(4) to
read as foll ows:
8§ 1606.5 Failure to tinely nmake or deduct TSP contributions when
partici pant received pay.

(a) * * *

(4) The lost earnings will be posted to the participant’s
account based on the contribution allocation in effect on the
posti ng date.

* * * * *

88 1606.7 and 1606.8 [ Renpved]



32. Sections 1606.7 and 1606.8 are renoved.

Subpart C--Lost Earnings Not Attributable to Del ayed or Erroneous
Contri butions

33. Section 1606.9 is anmended by revising paragraphs (a)(2)
and (a)(3) to read as foll ows:
§ 1606.9 Loan allotments.

(a) * * *

(2) The TSP record keeper will conpute |ost earnings on the
|ate |l oan allotment using the contribution allocation on file for
the “as of” date of the paynment; and

(3) The lost earnings will be posted to the participant’s
account based on the participant’s contribution allocation at the
time the | ost earnings are posted.
ok % x %

Subpart E--Processing Lost Earnings Records

34. Section 1606.13 is revised to read as follows:
§ 1606.13 Calculation and crediting of |ost earnings.

(a) Lost earnings records submtted pursuant to this part wll
be processed daily by the TSP record keeper.

(b) I'n calculating lost earnings attributable to a | ost
earnings record, earnings and | osses for different sources of
contributions or investnent funds within a source will not be
of f set agai nst each ot her.

(c) Notwi t hstanding any other provision of this part, where
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the net | ost earnings conputed in accordance with this part on any
| ost earnings record are |less than zero within a source of
contributions, the enploying agency shall not be credited with
respect to that source of contributions. The anmount of the
negati ve | ost earnings shall be renmoved fromthe participant’s
account and applied against TSP adm ni strati ve expenses.
Subpart F [ Renoved]

35. Subpart F of part 1606 is renoved.

36. Part 1640 is revised to read as foll ows:
PART 1640-- PERI ODI C PARTI Cl PANT STATEMENTS
Sec.
1640.1 Definitions.
1640.2 Information regardi ng account.
1640.3 Statenent of individual account.
1640.4 Account transactions.
1640.5 Investnent fund information.
1640. 6 Methods of providing information.

Aut hority: 5 U S.C. 8439(c)(1) and (c)(2), 5 U S.C. 8474(b)(5)
and (c)(1).
§ 1640.1 Definitions.

Definitions generally applicable to the Thrift Savings Pl an
are set forth at 5 CFR 1690. 1.

§ 1640.2 Information regarding account.



The Board will provide to each participant four (4) tines each
cal endar year the information described in 88 1640.3, 1640.4, and
1640.5. Plan participants can obtain account bal ance information
on a nore frequent basis fromthe TSP Wb site and the ThriftLine.
§ 1640.3 Statenent of individual account.

In the quarterly statenments, the Board will furnish each
participant with the follow ng information concerning the
participant's individual account:

(a) Name, Social Security nunmber, and date of birth under
whi ch the account is established;

(b) Retirenment system coverage and enpl oynent status of the
partici pant, as provided by the enpl oyi ng agency;

(c) Statenent whether the participant has a beneficiary
designation on file with the TSP record keeper;

(d) Contribution allocation that is current at the end of the
stat enent peri od;

(e) Beginning and endi ng dates of the period covered by the
st at ement ;

(f) The following information for and, as of the cl ose of
busi ness on the ending date of, the period covered by the
st at ement :

(1) The total account bal ance and tax-exenpt bal ance, if
appl i cabl e;

(2) The account bal ance and activity for each source of

- 74 -



contri butions;

(3) The account bal ance and activity in each of the investnent
funds, including the nunber of shares, the share prices, and the
dol | ar amounts; and

(4) Loan information and activity, if applicable;

(g) Any other information concerning the account that the
Board determ nes should be included in the statenent.

§ 1640.4 Account transactions.

(a) Where relevant, the follow ng transactions will be
reported in each individual account statenent:

(1) Contributions;

(2) Wthdrawal s;

(3) Forfeitures;

(4) Loan disbursenents and repaynents;

(5) Transfers anong investnent funds;

(6) Adjustnents to prior transactions;

(7) Transfers or rollovers fromeligible enployer plans and
traditional |RAs; and

(8) Any other transaction that the Executive Director
determines will affect the status of the individual account.

(b) Where relevant, the statenent will contain the follow ng
i nformati on concerning each transaction identified in paragraph (a)
of this section:

(1) Type of transaction;



(2) I'nvestnent funds affected;

(3) Date the transaction was posted and, where rel evant, any
earlier date on which the transaction shoul d have been posted or
from which the cal cul ation of the anmount of the transaction was
deri ved,;

(4) Source of the contributions affected by the transacti on;

(5) Anopunt of the transaction (in dollars and in shares);

(6) The share price(s) at which the transaction was post ed;
and

(7) Any other information the Executive Director deens
rel evant.

§ 1640.5 Investnent fund information.

Each open season, the Board will furnish each participant a
stat enent concerning each of the investnent funds. This statenent
will contain the follow ng informati on concerning each invest nent
f und:

(a) A summary description of the type of investnents nade by
the fund, witten in a manner that will allow the participant to
make an i nforned decision; and

(b) The performance history of the type of investnents nade by
the fund, covering the five-year period preceding the date of the
eval uati on.

§ 1640.6 Methods of providing information.

(a) Individual account statenent. The information concerning
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each participant's individual account described in 88 1640.3 and
1640.4 will be sent to the participant at the participant's address
of record in the TSP system by first class mail, unless otherw se
el ected under paragraph (b) of this section. It is the
participant's responsibility to provide his or her current address
to his or her agency or, in the case of a separated participant, to
the TSP record keeper. For enployed participants, the enpl oying
agency nust provide the current address to the TSP record keeper.

(b) Individual account statenents available fromthe TSP Wb

site. As an alternative to receiving an account statenent by
mai | as provided in paragraph (a) of this section, participants
may el ect to receive their individual account statenents by
accessing the TSP Wb site. Participants who elect to receive
their statements fromthe TSP Wb site will not receive a
statenent by mail.

(c) lInvestnent information. The investnent information

described in 8 1640.5 will be furnished to each participant by:
(1) Mailing the information to the participant by the nethod
described in paragraph (a) of this section;
(2) Making the information available to the participant on
the TSP Wb site as described in paragraph (b) of this section;
or
(3) Including the information in material published by the

Board and distributed in a manner reasonably designed to reach
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the participant. This includes distributing the material through
the participant’s enploying agency, service, or, in the case of a
separ ated enpl oyee, through the TSP record keeper.
37. Part 1645 is revised to read as foll ows:
PART 1645-- CALCULATI ON OF SHARE PRI CES
Sec.
1645.1 Definitions.
1645. 2 Posting of transactions.
1645.3 Cal cul ation of total net earnings for each investnent
f und.
1645.4 Adm nistrative expenses attributable to each
i nvest nent fund.
1645.5 Cal cul ati on of share prices.
1645.6 Basis for calculation of share prices.
Authority: 5 U S.C. 8439(a)(3) and 8474.
§ 1645.1 Definitions.
(a) Definitions generally applicable to the Thrift Savings
Plan are set forth at 5 CFR 1690. 1.
(b) As used in this part:
Accrued neans that incone is accounted for when earned and
expenses are accounted for when incurred.

Admi ni strative expenses neans expenses described in 5 U S. C

8437(c) (3).



Basi s means the nunber of shares of an investnent fund upon
whi ch the cal culation of a share price is based.

Busi ness day neans any cal endar day for which share prices

are cal cul at ed.

Forfeitures nmeans amounts forfeited to the TSP pursuant to 5

U S.C 8432(g)(2) and other non-statutory forfeited anounts, net
of restored forfeited anounts.
§ 1645.2 Posting of transactions.

Contri butions, |oan paynents, |oan di sbursenents,
wi thdrawal s, interfund transfers, and other transactions wll be
posted in dollars and in shares by source and by investnment fund
to the appropriate individual account by the TSP record keeper,
using the share price for the date the transaction is posted.
§ 1645.3 Calculation of total net earnings for each investnent

fund.

(a) Each business day net earnings will be cal cul ated
separately for each investnent fund.

(b) Net earnings for each investnent fund will equal:

(1) The sumof the following itens, if any, accrued since
the | ast busi ness day:

(i) Interest on noney of that investnent fund which is
invested in the Governnment Securities |Investnent Fund;

(1i) Interest on other short-terminvestnents of the

i nvest nent fund;



(ti1) Oher incone (such as dividends, interest, or
securities lending incone) on investnents of the investnent fund;
and

(iv) Capital gains or |osses on investnents of the
i nvestment fund, net of transaction costs.

(2) Mnus the accrued adm ni strative expenses of the
i nvestnent fund, determined in accordance with 8 1645. 4.

(c) The net earnings for each investnent fund determned in
accordance with paragraph (b) of this section will be added to
t he residual net earnings for that investnent fund fromthe
previ ous business day, as described in 8 1645.5(b), to produce
the total net earnings. The total net earnings will be used to
cal cul ate the share price for that business day.

8§ 1645.4 Admi nistrative expenses attributable to each in-

vest nent fund.

A portion of the adm nistrative expenses accrued during each
busi ness day will be charged to each investnment fund. An
i nvestnment fund' s respective portion of adm nistrative expenses
will be determ ned as foll ows:

(a) Accrued adm nistrative expenses (other than those
descri bed in paragraph (b) of this section) will be reduced by
accrued forfeitures and accrued earnings on forfeitures,
abandoned accounts, and unapplied deposits;

(b) I'nvestment managenent fees and ot her accrued
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adm ni strative expenses attributable only to the F Fund, C Fund,
S Fund, or | Fund will be charged solely to the F Fund, C Fund, S
Fund, or | Fund, respectively;

(c) The anpbunt of accrued adm nistrative expenses not

covered by forfeitures under paragraph (a) of this section, and

not described in paragraph (b) of this section, will be charged
on a pro rata basis to all investnent funds, based on the

respective investnment fund bal ances on the |ast business day of
the prior nonth end.
8§ 1645.5 Cal cul ati on of share prices.

(a) Calculation of share price. The shares of each

investnent fund will have an initial value of $10.00. The share
price for each investnent fund for each business day will apply
to all sources of contributions for that investnent fund. The
total net earnings (as conputed under

§ 1645.3) for each investnent fund will be divided by the total
fund basis (as conputed under 8§ 1645.6) for that investnment fund.
The resulting nunber, conputed to ten decimal places, represents
the increnmental change for the current business day in the val ue
of that investnent fund fromthe | ast business day. The share
price for that investnent fund for the current business day is
the sum of the increnental change in the share price for the
current business day plus the share price for the prior business

day, truncated to two deci mal pl aces.
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(b) Residual net earnings. Wen the total net earnings for

each business day for each investnment fund are divided by the
total fund basis in that investnment fund, there will be residual
net earnings attributable to the truncation described in
paragraph (a) of this section that will not be included in the

i ncrenental change in the share price of the investnent fund for
t hat busi ness day. The residual net earnings that are not
included in the increnmental share price for the investnent fund
will be added to the earnings for that investnment fund on the
next busi ness day.

§ 1645.6 Basis for calculation of share prices.

The total fund basis for each investnent fund will be the
sum of the nunber of shares in all individual accounts from al
sources of contributions in that investnent fund as of the
openi ng of busi ness on each busi ness day.

38. Part 1650 is revised to read as foll ows:

PART 1650-- METHODS OF W THDRAW NG FUNDS FROM THE THRI FT SAVI NGS
PLAN

Subpart A--CGeneral

Sec.

1650. 1 Definitions.

1650. 2 Eligibility for a TSP wi t hdrawal .

1650. 3 Frozen accounts.



1650.4 Certification of truthful ness.

Subpart B-- Post - Enpl oynent Wt hdrawal s

1650.11 W thdrawal elections.

1650.12 Single paynent.

1650.13 Monthly paynents.

1650.14 Annuities.

1650. 15 Abandonnent of inactive accounts.

1650. 16 Required w thdrawal date.

1650. 17 Changes and cancell ati on of w thdrawal request.

Subpart C--Procedures for Post-Enploynment Wthdrawal s

1650.21 Information provided by enpl oyi ng agency.

1650.22 Accounts of $200 or nore.

1650. 23 Accounts of |ess than $200.

1650.24 How to obtain a post-enploynent w thdrawal .

1650. 25 Taxes related to post-enpl oynent w thdrawal s.

Subpart D--1n-Service Wthdrawal s

1650. 31 Age-based w t hdrawal s.

1650. 32 Fi nancial hardship w thdrawal s.

1650.33 Contributing to the TSP after an in-service wth-
dr awal .

1650. 34 Uni queness of |oans and w t hdrawal s.

Subpart E--Procedures for In-Service Wthdrawal s

1650.41 How to obtain an age-based wi thdrawal .
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1650.42 How to obtain a financial hardship wthdrawal.
1650.43 Taxes related to in-service wthdrawals.
Subpart F--[ Reserved]
Subpart G -Spousal Rights
1650. 61 Spousal rights applicable to post-enploynent wth-
dr awal s.
1650. 62 Spousal rights applicable to in-service wthdraw
als.
1650. 63 Executive Director’s exception to the spousa
notification requirenent.
1650. 64 Executive Director’s exception to the spousa
consent requiremnent.
Authority: 5 U S.C. 8351, 8433, 8434, 8435, 8474(b)(5), and
8474(c)(1).
Subpart A--CGeneral
§ 1650.1 Definitions.
(a) Definitions generally applicable to the Thrift Savings
Plan are set forth at 5 CFR 1690. 1.
(b) As used in this part:

Eligible enployer plan neans a plan qualified under I.R C

section 401(a) (26 U S.C. 401(a)), including a section 401(k)
pl an, profit-sharing plan, defined benefit plan, stock bonus

pl an, and noney purchase plan; an annuity plan described in
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| . R C. section 403(a) (26 U.S.C. 403(a)); an annuity contract
described in I.R C section 403(b) (26 U S.C. 403(b)); and an
eligible deferred conpensation plan described in I.R C. section
457(b) (26 U.S.C. 457(b)) which is maintained by an eligible
enpl oyer described in I.R C section 457(e)(1) (A (26 U S.C
457(e) (1) (A)) .-

In-service withdrawal nmeans an age-based or financi al

hardship withdrawal fromthe TSP that nay be available to a
partici pant who has not yet separated from Governnent service.

Post - enpl oynent wi t hdrawal neans a withdrawal fromthe TSP

that is available to a participant who is separated from
Gover nnent servi ce.

Rei nbur senent neans a paynent made to or on behalf of a

partici pant by any person or entity to cover the cost of an
extraordi nary expense described in § 1650.32(b)(2).

Traditional |IRA neans an individual retirenent account

described in I.R C. section 408(a) (26 U S.C. 408(a)) and an
i ndi vidual retirenment annuity described in |I.R C. section 408(b)
(26 U.S.C. 408(b)) (other than an endowrent contract).
§ 1650.2 Eligibility for a TSP withdrawal .

(a) A participant who is separated from Government service
can elect to wthdraw a portion of his or her
account bal ance in a single paynment or the entire account bal ance

by one or a conbination of the wthdrawal nethods described in
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subpart B of this part.

(b) A post-enploynment withdrawal will not be paid unless TSP
records indicate that the participant is separated from
Government service. Upon receipt of information from an
enpl oyi ng agency that a participant is no | onger separated, the
TSP will cancel a post-enploynment w thdrawal election.

(c) A participant cannot nake a post-enpl oynment w t hdrawal
until any outstanding TSP | oan has either been repaid in full or
declared to be a taxable distribution. An outstanding TSP | oan
will not affect a participant's eligibility for an in-service
wi t hdr awal .

(d) A separated participant who is reenployed in a position
in which he or she is eligible to participate in the TSP is
subject to the follow ng rul es:

(1) A participant who is reenployed in a TSP-eligible
position on or before the 31st full cal endar day after separation
is not eligible to withdraw his or her TSP account in accordance
wi th subpart B of this part.

(2) A participant who is reenployed in a TSP-eligible
position nore than 31 full cal endar days after separation and who
made a post-enpl oynent withdrawal while separated may not
wi t hdraw any remai ning portion of his or her account bal ance in
accordance with subpart B of this part until he or she again

separates from Governnent service.
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(e) A participant who has not separated from Gover nnent
service may be eligible to withdraw all or a portion of his or
her account in accordance with subparts D and E of this part.

(f) A participant can elect to have any portion of a single
or nonthly paynent that is not transferred to an eligible
enpl oyer plan or traditional |IRA deposited directly, by
el ectronic funds transfer, into a savings or checking account at
a financial institution in the United States.

(g) If a participant has a civilian TSP account and a
uni formed services TSP account, the rules in this part apply to
each account separately. For exanple, the participant is
eligible to take one age-based in-service withdrawal from each
account .

§ 1650.3 Frozen accounts.

(a) All withdrawals fromthe TSP are subject to the rules
relating to spousal rights (found in subpart G of this part) and
to domestic relations orders, alinmony and child support | egal
process, and child abuse enforcenment orders (found in 5 CFR part
1653) .

(b) A participant nmay not withdraw any portion of his or her
account balance if the account is frozen due to a pending
retirement benefits court order, an alinony or child support
enforcement order, or a child abuse enforcenent order, or because

a freeze has been placed on the account by the TSP for another
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reason.
§ 1650.4 Certification of truthful ness.

(a) By signing a TSP withdrawal form electronically or on
paper, the participant certifies, under penalty of perjury, that
all information provided to the TSP during the w thdrawal process
is true and conpl ete, including statenments concerning the
participant's marital status and, where applicable, the spouse's
address at the time the application is filed or the current
spouse’ s consent to the w thdrawal.

(b) If the Board receives a witten allegation fromthe
spouse that the participant may have m srepresented his or her
marital status or the spouse's address (in the case of a CSRS
participant), or that the signature of the spouse of a FERS
partici pant or uniformed services nenber was forged, the Board
will submt the information or docunent in question to the spouse
and request that he or she state in witing that the information
is false or that the spouse's signature was forged. In the event
of an alleged forgery, the Board will also request the spouse to
provi de at | east three sanples of his or her signature.

(c) If the spouse affirns the allegation, the Board wll
conduct an investigation. |If, during its investigation, the
Board finds evidence to suggest that the participant
m srepresented his or her marital status or spouse's address (in

the case of a CSRS participant), or submtted the w thdrawal form
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with a forged signature, the Board will refer the case to the
Department of Justice for crimnal prosecution and, if the
participant is still enployed, to the Inspector General or other
appropriate authority in the participant's enpl oying agency for
adm ni strative action.

Subpart B-- Post - Enpl oynent Wt hdrawal s

§ 1650.11 W thdrawal el ections.

(a) Subject to the restrictions in this subpart, partici-
pants may elect to withdraw all or a portion of their TSP
accounts in a single paynent, a series of nonthly paynents, a
life annuity, or any conbination of these options.

(b) If a participant’s account bal ance is |ess than $5. 00
when he or she separates from Governnent service, the bal ance
will automatically be forfeited to the TSP. The participant can
reclaimthe nmoney by witing to the TSP record keeper and
requesting the anount that was forfeited; however, TSP investnent
earnings will not be credited to the account after the date of
the forfeiture.

§ 1650.12 Single paynent.

(a) Partial withdrawal. A participant can elect to w thdraw

a portion of his or her account balance in a single paynent and
| eave the rest in the TSP until a later date, subject to §
1650. 16 and the foll ow ng requirenents:

(1) The participant is eligible for a partial wthdrawal
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only if he or she did not take an age-based in-service w thdrawal
fromthat account.

(2) The participant nmay not elect a partial wthdrawal of
| ess than $1,000. No disbursenment will be nade if, at the time
of paynent, the account bal ance is | ess than $1, 000.

(3) Only one partial withdrawal is permtted.

(b) Full withdrawal. A participant can elect to wthdraw

his or her entire account balance in a single paynent.
§ 1650.13 Monthly paynents.

(a) A participant electing a full post-enploynment w thdrawal
(i.e., awthdrawal of his or her entire account) can elect to
wi thdraw all or a portion of the account balance in a series of
substantially equal nmonthly paynments, to be paid in one of the
fol |l ow ng manners:

(1) A specific dollar anmpunt. The anount el ected nust be at

| east $25 per nonth; if the anbunt elected is |less than $25 per
month, the request will be rejected. Paynents will be nade in
t he amobunt requested each nonth until the account bal ance is
expended.

(2) A rnmonthly paynent anount cal cul ated based on life

expectancy. Paynents based on |ife expectancy are determ ned

using the factors set forth in Internal Revenue Service life
expectancy tables set forth at 26 CFR 1.401(a)(9)-9, QA 1 and 2.

The nonthly paynent anount is cal cul ated by dividing the account
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bal ance by the factor fromthe IRS |ife expectancy tables based
upon the participant’s age as of his or her birthday in the year
paynents are to begin. This anmount is then divided by 12 to
yield the nmonthly paynment anmount. In subsequent years, the
nmont hl y paynment anmount is recal cul ated each January by dividing
the prior Decenber 31 account bal ance by the factor in the IRS
|ife expectancy tables based upon the participant’s age as of his
or her birthday in the year paynments will be nade. There is no
m ni mum anount for a nonthly paynment cal cul ated based on this

met hod.

(b) A participant receiving nonthly paynents cal cul ated
based upon |ife expectancy can nake one el ection, during a period
to be determ ned by the Executive Director, to change to a fixed
mont hly paynment. Alternatively, the participant can change the
anount of his or her fixed paynents annually. A participant who
is receiving nonthly paynments based on a fixed dollar anopunt,
however, cannot, elect to change to an anount cal cul ated based
on |ife expectancy.

(c) A participant receiving nonthly paynments, regardl ess of
the cal cul ati on method, can elect at any tine to receive the
remai nder of his or her account balance in a final single
paynent .

(d) The TSP will ensure that the annual total nonthly

paynents satisfy any applicable m nimumdistribution requirenent

- 91 -



of the Internal Revenue Code by maki ng a suppl enental paynent in
Decenber of the year in which a mninmumdistribution is required.

(e) A participant receiving nonthly paynents may change the
i nvestnment of his or her account bal ance anong the TSP invest nent
funds as provided in 5 CFR part 1601.

(f) Participants who elect to withdraw their account
bal ances in a series of nonthly paynments cannot transfer or rol
over noney froma traditional I RA or eligible enployer plan into
their TSP accounts. Participants who have both a civilian TSP
account and a uniforned services TSP account cannot combi ne the
two accounts if they are already receiving nonthly paynents from
one of the accounts.

§ 1650.14 Annuities.

(a) A participant electing a full post-enploynment w thdrawal
can use all or a portion of his or her account bal ance to
purchase a life annuity. The portion of the participant's
account bal ance el ected and avail able for the annuity purchase
must be at |east $3,500. The TSP will purchase the annuity from
the TSP's annuity vendor using the participant's entire account
bal ance or the portion specified, unless an anmount is necessary
to satisfy any applicable m nimumdistribution requirenent of the
I nternal Revenue Code. In the event that a mnimumdistribution
is required before the date of the first annuity paynent, the TSP

will conpute that anount and pay it directly to the participant.
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(b) An annuity will provide a paynent for life to the
participant and, if applicable, to the participant's survivor, in
accordance with the type of annuity chosen. The first annuity
paynent will be nade by the TSP annuity vendor approximtely 30
days after the TSP purchases the annuity.

(c) The anpbunt of an annuity paynment will depend on the type
of annuity chosen, the participant’s age when the annuity is
purchased (and the age of the joint annuitant, if applicable),

t he amobunt used to purchase the annuity, and the interest rate
avai |l abl e when the annuity is purchased.

(d) Participants may choose anong the foll owi ng types of
annui ties:

(1) Asingle life annuity with Ievel paynents. This annuity

provi des nonthly paynents to the participant as |long as the
participant |lives. The anount of the nonthly paynent renmains
const ant .

(2) Ajoint life annuity for the participant and spouse with

| evel paynments. This annuity provides nonthly paynments to the

participant, as long as both the partici pant and spouse are
alive, and nonthly paynents to the survivor, as long as the
survivor is alive. The anount of the nonthly paynent renmains
constant, although the anmount received will depend on the type of
survivor benefit el ected.

(3) Ajoint life annuity for the participant and another
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person with I evel paynents. This annuity provides nonthly

paynents to the participant as |ong as both the participant and
the joint annuitant are alive, and nonthly paynents to the
survivor as long as the survivor is alive. The anopunt of the
nmont hl y paynent remains constant. The joint annuitant nust be
either a forner spouse or a person who has an insurable interest
in the participant.

(i) A person has an “insurable interest in the participant”
if the person is financially dependent on the participant and
coul d reasonably expect to derive financial benefit fromthe
participant's continued life.

(ii) Arelative (either blood or adopted, but not by
marriage) who is closer than a first cousin is presunmed to have
an insurable interest in the participant.

(i) A participant can establish that a person not described
in paragraph (d)(4)(ii) of this section has an insurable interest
in himor her by submtting, with the annuity request, an
affidavit froma person other than the participant or the joint
annui tant that denonstrates that the designated joint annuitant
has an insurable interest in the participant (as described in
par agraph (d)(4)(i) of this section).

(4) Either a single life or joint (with spouse) life annuity

with increasing paynents. This annuity provides nonthly payments

to the participant only, or to the participant and spouse, as
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applicable. The nonthly paynents are adjusted once each year on
t he anniversary of the first paynent, based on the Federal Bureau
of Labor Statistics Consuner Price Index for Urban Wage Earners
and Clerical Wrkers (CPI-W. Each year, the percentage change
in the nonthly unadjusted CPlI-Windex for July, August, and

Sept enber over the nonthly unadjusted CPl-Windex for July,
August, and Septenber of the prior year is calculated. The
foll ow ng cal endar year, the anount of the nonthly paynent is

adj usted by the | esser of 3% or the percentage increase in the
CPI-W if any. In no case will the amount of the nonthly paynent
be decreased based on the CPI-W |f the participant chooses a
joint life annuity, the annual

i ncrease also applies to benefits received by the survivor.

(e) A participant who chooses a joint life annuity (with
ei ther a spouse, a former spouse, or a person with an insurable
interest) nust choose either a 50 percent or a 100 percent
survivor benefit. The survivor benefit applies when either the
participant or the joint annuitant dies.

(1) A 50 percent survivor benefit provides a nonthly paynment
to the survivor that is 50 percent of the anount of the paynent
that is nade when both the participant and the joint annuitant
are alive.

(2) A 100 percent survivor benefit provides a nonthly

paynment to the survivor which is equal to the anount of the pay-
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ment that is made when both the participant and the joint
annuitant are alive.

(3) Either the 50 percent or the 100 percent survivor
benefit may be conmbined with any joint life annuity option.
However, the 100 percent survivor benefit can only be conbi ned
with a joint annuity with a person other than the spouse (or a
former spouse, if required by a retirenment benefits court order)
if the joint annuitant is not nore than 10 years younger than the
parti ci pant.

(f) The following features are nutual ly exclusive, but can
be conbined with certain types of annuities, as indicated:

(1) Cash refund. This feature provides that, if the

partici pant (and joint annuitant, where applicable) dies before
an anmount equal to the bal ance used to purchase the annuity has
been paid out, the difference between the bal ance used to
purchase the annuity and the sum of nonthly paynents already nade
will be paid to the beneficiary(ies) designated by the
participant (or by the joint annuitant, where applicable). This
feature can be conbined with any type of annuity.

(2) Ten-year certain. This feature provides that, if the

partici pant dies before annuity paynments have been nade for 10
years (120 paynents), nonthly paynents will be made to the
beneficiary(ies) until 120 paynents have been made. This feature

can be conbined with any single life annuity, but cannot be
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conbined with a joint life annuity.

(g) Once an annuity has been purchased, the type of annuity,
the annuity features, and the identity of the joint annuitant
cannot be changed, and the annuity cannot be term nated.

§ 1650. 15 Abandonnment of inactive accounts.

A participant nust select a withdrawal option by the tine he
or she reaches age 70% If the participant does not do so and
the TSP is unable to |ocate the participant, the inactive account
wi || be decl ared abandoned in accordance with § 1650. 16.

§ 1650.16 Required withdrawal date.

(a) A participant nust withdraw his or her account under 8§
1650. 12, or begin receiving paynents under 88 1650.13 or 1650. 14,
by April 1 of the year follow ng the year in which the
partici pant reaches 70% years of age or separates from Governnment
service, whichever is later.

(b) For account bal ances of $200 or nore, a separated
participant may elect to withdraw his or her account or to begin
recei ving paynents before the date described in paragraph (a) of
this section, but is not required to do so.

(c) I'n the event that a participant does not wthdraw his or
her account or begin receiving paynents in accordance with
par agraph (a) of this section, the Board will transfer all of the
funds in the participant’s account not already invested in the

Government Securities Investment (G Fund to that fund. A notice
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of this action will be sent to the participant with a warning
that his or her account will be declared abandoned and forfeited
unl ess the participant cones into conpliance with paragraph (a)
of this section within 90 days of the date of the noti ce.

(d) If the participant does not take the appropriate
wi t hdrawal action within the 90-day period provided in paragraph
(c) of this section, the Board will purchase an annuity for the
participant after the follow ng steps have been taken:

(1) The account has been decl ared abandoned and the funds in
t he account have been forfeited;

(2) A notice of this action has been sent to the parti -
ci pant;

(3) The participant reclains the account bal ance that was
abandoned, but deci des against a withdrawal pursuant to 88§
1650. 12 or 1650.13; and

(4) The participant provides the information that the Board
needs to purchase an annuity pursuant to 8§ 1650. 14.

8§ 1650. 17 Changes and cancellation of a w thdrawal request.

(a) Before processing. A pending wthdrawal request can be

cancelled if the cancellation is processed before the TSP
processes the w thdrawal request. However, the TSP processes

wi t hdrawal requests each business day. Wthdrawal requests that
are entered into the systemby 11:00 a.m central tinme ordinarily

wi |l be processed that night; those entered after 11:00 a. m
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central tinme will be processed the next business day. Conse-
guently, a cancellation request nust be received and entered into
the system before the cut-off for the day the w thdrawal request
is submtted for processing in order to be effective to cancel

the w t hdr awal .

(b) After processing. A withdrawal election cannot be
changed or cancelled after the w thdrawal request has been
processed.

(c) Change in nonthly paynents. |If a participant is

receiving a series of nonthly paynments, the participant can
change at any tinme: his or her withdrawal election to request a
final single paynment, the address to which the paynents are
mai | ed, whether or not a paynment will be transferred (if
permtted) and the portion to be transferred, the identity of the
financial institution to which paynents are transferred or sent
by EFT, the identity of the EFT account, or the method by which
di rect paynents to the participant are being sent (EFT or check).
Once a year, during a period determ ned by the Executive
Director, the participant may al so elect to change the paynent
anount .

Subpart C--Procedures for Post-Enploynment Wthdrawal s

§ 1650.21 Information provided by enpl oyi ng agency.

(a) Information to be provided to the TSP. Wen a TSP

partici pant separates from Governnent service, his or her
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enpl oyi ng agency nmust report the separation and the date of
separation to the TSP record keeper. Until the TSP record keeper
receives this information fromthe enploying agency, it will not
pay a post-enploynment w thdrawal

(b) Information to be provided to the participant. Wen a

TSP partici pant separates from Governnent service, his or her
enpl oyi ng agency nmust furnish the participant with the nost
recent copy of the TSP withdrawal booklet and annuity bookl et,
wi t hdrawal fornms, and tax notice. The enploying agency is also
responsi bl e for counseling participants concerning TSP

wi t hdrawal s.

§ 1650.22 Accounts of $200 or nore.

A partici pant whose account bal ance is $200 or nore nust
submit a properly conpleted withdrawal election to request a
post - enpl oynment wi t hdrawal of his or her account bal ance.

§ 1650.23 Accounts of less than $200.

Upon receipt of information fromthe enpl oyi ng agency that a
partici pant has been separated for nore than 31 days or after
cl osure of any outstanding | oan, whichever is later, the TSP
record keeper will send the participant a check for the entire
amount of his or her account balance if the account bal ance is
$5.00 or nore but | ess than $200. The participant may not el ect
to leave this amount in the TSP, nor will the TSP transfer this

anount to an eligible enployer plan or traditional |RA
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(However, the participant may elect to roll over this paynent
into an eligible enployer plan or traditional IRA)
§ 1650.24 How to obtain a post-enploynment w thdrawal .

To request a post-enploynment w thdrawal under this subpart,
a participant nust submt to the TSP record keeper a properly
conpl et ed post-enpl oynent withdrawal request Form TSP-70 or Form
TSP-U- 70, or use the TSP Wb site to do so. (A participant’s
ability to conplete a post-enploynment w thdrawal request form on
the Web will depend on his or her retirenment system coverage,
wi t hdrawal el ection, account bal ance, marital status, and whether
or not the wwthdrawal will be transferred to an eligible enployer
plan or traditional |RA
8§ 1650.25 Taxes related to post-enploynent w thdrawal s.

(a) Wien a paynent is nmade directly to a participant from
the TSP after the participant has separated from Gover nnment
service, the noney is taxable incone in the year in which the
paynent is nade (except contributions from conbat zone pay, which
are not subject to taxation). However, a participant does not
pay taxes on nmoney that the TSP transfers directly or the
participant rolls over to an eligible enployer plan or
traditional IRA until the noney is withdrawmm fromthe plan or
IRA. In addition, any portion of a participant’s TSP account
which is used to purchase an annuity is not taxed at the tine the

annuity is purchased; nonthly annuity paynents are taxable incone
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in the year in which they are paid.

(b) A participant may request that the TSP transfer directly
to an eligible enployer plan or traditional IRA all or part of
any withdrawal that is an “eligible rollover distribution” under
the Internal Revenue Code. A withdrawal that is not an eligible
rollover distribution cannot be transferred to an eligible
enpl oyer plan or traditional IRA. If an eligible rollover
distribution is not transferred, it is subject to mandatory 20%
wi t hhol di ng.

(c) An eligible enployer plan or traditional that can accept
a transfer nmust be a plan or IRA maintained in the United States,
whi ch nmeans one of the 50 states or the District of Col unbi a.

(d) The following TSP wi thdrawal nethods are consi dered
eligible rollover distributions under the Internal Revenue Code,
26 U.S.C. 402(c)(4):

(1) A single paynent, as described in § 1650. 12;

(2) Monthly paynents, as described in § 1650.13, where
paynents are expected to last |less than 10 years at the tinme they
begin. This means that if the participant elects a nonthly
paynent anount, the anmount, when divided into the participant's
account bal ance at the tine of the first paynment, nust yield a
nunber | ess than 120. |If the participant elects to change the
paynent anount after payments begin, future paynents nay not

continue to qualify as eligible rollover distributions if they do
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not al so neet the requirenents of this rule; and

(3) A final single paynent, as described in
§ 1650. 13(c).

(e) The follow ng withdrawal nethods are not eligible
rol l over distributions:

(1) An annuity purchased by the TSP;

(2) Monthly paynments that do not neet the criteria set forth
in paragraph (d)(2) of this section;

(3) Amninmmdistribution paynent or any portion of a
paynment which represents a m ni num di stri bution;

(4) A plan loan that is deened to be a taxable distribution
because of default; and

(5) A return of excess elective deferrals.

Subpart D--1n-Service Wthdrawal s
§ 1650. 31 Age-based withdrawal s.

(a) A participant who has reached age 59% and who has not
separated from Governnent enploynent is eligible to withdraw all
or a portion of his or her vested TSP account balance in a single
paynent. The anmount of an age-based w thdrawal request, both at
the tinme of the request and at disbursenent, nust be at | east
$1, 000, unless the withdrawal request is for the entire vested
account bal ance.

(b) An age-based withdrawal is an eligible rollover

distribution, so a participant may request that the TSP transfer
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all or a portion of the withdrawal to an eligible enployer plan
or traditional |RA

(c) Aparticipant is permtted only one age-based w t hdrawal
for an account.

(d) A participant who nakes an age-based withdrawal is not
eligible to nake a partial withdrawal after separating from
Gover nment service.

8§ 1650.32 Financial hardship w thdrawals.

(a) A participant who has not separated from Gover nnent
enpl oyment and who can denonstrate financial hardship is eligible
to withdraw all or a portion of his or her own contributions to
the TSP (and their attributable earnings) in a single paynent to
nmeet certain specified financial obligations. The anmount of a
financial hardship withdrawal, both at the time of the request
and at di sbursement, nust be at |east $1, 000.

(b) A participant will denonstrate financial hardship if he
or she nmeets one or both of the follow ng tests:

(1) Based on TSP cal cul ations, the participant's nonthly
cash flowis negative (i.e., net cash inconme is |less than
ordi nary nmonthly cash househol d expenses).

(2) The participant has incurred or will incur within the
next six nonths extraordi nary expenses which he or she has not
pai d, for which the participant has not been and will not be

rei nbursed, and which cannot be nmet by his or her nmonthly cash
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fl ow over a period of six nonths. Docunentation of the expenses
nmust be dated within 45 days of the date of the w thdrawal
request. Extraordinary expenses are limted to the follow ng
four types:

(1) Medical expenses payable by the participant and rel ated
to the treatnent of the participant, the participant's spouse, or
the participant's dependents. Cenerally, eligible expenses are
those that would be eligible for deduction as nedi cal expenses
for Federal income tax purposes, but wi thout regard to the
I nternal Revenue Service's (IRS) incone limtations on
deductibility. However, the follow ng expenses that are all owed
by the IRS are not eligible TSP nedi cal expenses: health
i nsurance prem uns and expenses associ ated with househol d
i nprovenents required as a result of a nedical condition,
illness, or injury to the participant, the participant's spouse,
or the participant's dependents. These itens are already taken
into account el sewhere in the TSP financial hardship
cal cul ati ons.

(1i) The cost of household inprovenents required as a result
of a nmedical condition, illness or injury to the participant, the
participant's spouse, or the participant's dependents, which is
eligible for deduction as a nedi cal expense for Federal incone
tax purposes, but without regard to the IRS incone limtations on

deductibility or the fair market val ue of the property.
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Househol d i nprovenents are structural inprovenents to the
participant's living quarters or the installation of special
equi pnent that is necessary to accommbdate the circunstances of
t he i ncapacitated person.

(ti1) The cost of repair or replacenment resulting froma
personal casualty |oss that would be eligible for deduction for
Federal inconme tax purposes, but without regard to the IRS i ncone
limtations on deductibility, fair market value of the property,
or nunber of events. Personal casualty |oss includes danage,
destruction, or |oss of property resulting froma sudden,
unexpected, or unusual event, such as an earthquake, hurricane,
tornado, flood, storm fire, or theft.

(iv) Legal expenses, which are limted to attorney fees and
court costs associated with separation or divorce. Court-ordered
paynents to a spouse or forner spouse and child support paynents
are not allowed, nor are costs of obtaining prepaid |egal
services or other coverage for |egal services.

(c) The anpbunt of a participant's financial hardship wth-
drawal cannot exceed the smallest of the foll ow ng:

(1) The anobunt requested;

(2) The anpbunt in the participant's account that is equal to
his or her own contributions and attri butabl e earnings; or

(3) (i) The amount which woul d bot h:

(A) Make up the participant's negative cash flow for a
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period of six nonths in the case of a financial hardship
wi t hdrawal based on ordi nary nonthly househol d expenses; and

(B) Pay docunented extraordi nary expenses, if any.

(ii) If the TSP cal culates that the participant has a
negati ve cash fl ow and extraordi nary expenses, the anmount of the
net di sbursenment is equal to six times the anount of the negative
mont hly cash flow plus the anmount of the extraordi nary expenses.
If the TSP cal cul ates that the participant has a positive cash
flow, the amount of the disbursenent is equal to the anount of
t he docunented extraordi nary expenses mnus six tines the anount
of the positive nonthly cash fl ow

(d) A participant is not eligible for an in-service hardship
wi t hdrawal during the tinme he or she has pending a petition in
bankrupt cy under Chapter 13 of the Bankruptcy Code.

§ 1650.33 Contributing to the TSP after an in-service

wi t hdr awal .

(a) A participant's TSP contribution election will not be
af fected by an age-based in-service withdrawal ; therefore, his or
her TSP contributions will continue w thout interruption.

(b) A participant who obtains a financial hardship in-service
wi t hdrawal may not contribute to the TSP for a period of six
nmonths after the withdrawal is processed. Therefore, the
participant’s TSP contributions (and any applicabl e agency

mat chi ng contributions) will be discontinued by his or her agency
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for six nonths after the agency is notified by the TSP; in the
case of a FERS participant, agency automatic 1% contri butions
will continue. A participant whose TSP contributions are

di scontinued by his or her agency after a financial hardship

wi t hdrawal can resune contributions any tinme after expiration of
the six-nonth period by submtting a new TSP contri bution

el ection. Contributions will not resune automatically.

§ 1650. 34 Uni queness of |oans and w t hdrawal s.

An out standing TSP | oan cannot be converted into an
in-service wthdrawal or vice versa. Funds distributed as an
i n-service wthdrawal cannot be returned or repaid.

Subpart E--Procedures for In-Service Wthdrawal s
§ 1650.41 How to obtain an age-based w t hdrawal .

To request an age-based in-service wthdrawal under this
subpart, a participant nust submt to the TSP record keeper a
properly conpl eted age-based wi t hdrawal request, Form TSP-75 or
TSP-U- 75, or use the TSP Website to initiate a request. A
participant’s ability to conplete an age-based wi thdrawal on the
Wb will depend on his or her retirenment system coverage, narital
status, and whether or not part or all of the withdrawal w Il be
transferred to an eligible enployer plan or traditional |RA
§ 1650.42 How to obtain a financial hardship w thdrawal .

(a) To request a financial hardship in-service withdrawal, a
partici pant must submt to the TSP Service Ofice a properly

- 108 -



conpl eted financial hardship withdrawal form Form TSP-76 or Form
TSP-U- 76, an earnings and | eave statenent dated within 45 days
before the TSP record keeper’s receipt of a withdrawal request,
and supporting docunentation for any extraordi nary expenses
listed on the application. These requirenents apply even if the
participant is in a non-pay status at the time the request is
subm tted.

(b) There is no limt on the nunber of financial hardship
wi t hdrawal s a participant can nmake; however, the TSP will not
accept a financial hardship w thdrawal request for a period of
six nmonths after a financial hardship disbursenment is nade.

§ 1650.43 Taxes related to in-service w thdrawals.

(a) Wien an in-service withdrawal is paid directly fromthe
TSP to a participant, the noney is taxable inconme in the year in
whi ch the paynent is made (except contributions from conbat zone
pay, which are not subject to taxation). However, a participant
does not pay taxes on an age-based wi thdrawal that the TSP
transfers directly or the participant rolls over to an eligible
enpl oyer plan or traditional IRA until the noney is w thdrawn.

(b) An age-based in-service withdrawal fromthe TSP is an
eligible rollover distribution, and a partici pant may request the
TSP to transfer all or a portion of an age-based in-service
wi thdrawal to an eligible enployer plan or traditional |RA,

consistent with § 1650. 25. If the withdrawal is not transferred,
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it is subject to mandatory 20% wi t hhol di ng.

(c) A financial hardship in-service withdrawal fromthe TSP
is not an eligible rollover distribution, and a partici pant
therefore may not request the TSP to transfer a financi al
hardship in-service withdrawal to an eligi ble enployer plan or
traditional I1RA. A financial hardship in-service withdrawal is
subj ect to 10% wi t hhol di ng. The w thholding is not nandatory;
the participant may either avoid the wi thholding or increase the
anount of w thholding by submtting IRS Form W4P, Wt hhol di ng
Certificate for Pension or Annuity Paynents, to the TSP.

Subpart F--[ Reserved]
Subpart G -Spousal Rights
8§ 1650.61 Spousal rights applicable to post-enpl oynent

wi t hdrawal s.

(a) The spousal rights described in this section apply to
full post-enploynment wthdrawal s when the participant's vested
TSP account bal ance exceeds $3,500, and to partial post-
enpl oynment withdrawal s wi thout regard to the anmount of the
partici pant’s account bal ance.

(b) The spouse of a CSRS participant is entitled to notice
when the participant applies for a post-enploynent wthdrawal,
unl ess the participant was granted an exception under 8 1650. 64
to the spousal notification requirement within 90 days of the
date the withdrawal request is received by the TSP. The
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partici pant must provide the TSP record keeper with the spouse's
correct address and Social Security Nunber. The TSP record
keeper will send the required notice by first class mail to the
spouse at the nost recent address provided by the participant.

(c) The spouse of a FERS or unifornmed services partici pant
has a right to a joint and survivor annuity with a 50 percent
survivor benefit, |evel paynents, and no cash refund based on the
participant’s entire account bal ance when the participant elects
a full post-enploynment withdrawal. The participant my nake a
different withdrawal election only if his or her spouse waives
the right to this annuity.

(1) To show that the spouse has waived the right to this
annuity, the participant nust submt to the TSP record keeper a
properly conpleted withdrawal request form signed by his or her
spouse in the presence of a notary, unless the participant was
granted an exception under 8 1650.65 to the spousal notification
requi renent within 90 days of the date the withdrawal formis
recei ved by the TSP.

(2) Because a partial post-enploynment withdrawal wll
di m ni sh the anobunt in the account that is available for a joint
and survivor annuity, a spouse’s consent is required before a
partial withdrawal w Il be approved, regardless of the amount to
be wi t hdr awn.

(3) Both a spouse’s waiver of a joint and survivor annuity
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and a spouse’s consent to a partial wthdrawal nust be properly
not ari zed.

(4) Once the spouse’s waiver or consent, as the case nmay be,
has been received by the TSP record keeper, the spouse's waiver
or consent is irrevocable for that w thdrawal .

8§ 1650.62 Spousal rights applicable to in-service w thdrawals.

(a) The spousal rights described in this section apply to al
in-service withdrawal s and do not depend on the anount of the
participant's vested account bal ance or the anpbunt requested for
wi t hdr awal .

(b) The spouse of a CSRS participant is entitled to notice
when the participant applies for an in-service wthdrawal, unless
the participant was granted an exception under 8§ 1650.64 to the
spousal notification requirement within 90 days before the date
on which the wi thdrawal request was submtted to the TSP. The
partici pant nmust provide the TSP record keeper with the spouse's
correct address and Social Security nunber. The TSP record
keeper will send the required notice by first class mail to the
spouse at the nost recent address provided by the participant.

(c) A participant who is covered by FERS or who is a nenber
of the unifornmed services nust obtain the consent of his or her
spouse before obtaining an in-service withdrawal, unless the
partici pant was granted an exception under 8 1650.65 to the

signature requirement within 90 days of the date the w thdrawal
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formis submtted to the TSP. To show the spouse’s consent, a

partici pant nmust submt to the TSP record keeper a properly

conpl eted wi thdrawal request form signed by his or her spouse in

the presence of a notary. Once a formcontaining the spouse's

consent has been submtted to the TSP record keeper, the spouse's

consent is irrevocable for that w thdrawal.

8§ 1650.63 Executive Director's exception to the spousa
notification requirenent.

(a) Whenever this subpart requires the Executive Director to
give notice of an action to the spouse of a CSRS participant, an
exception to this requirenent may be granted if the partici pant
establishes to the satisfaction of the Executive Director that
t he spouse's whereabouts cannot be determ ned. A request for an
exception to the notification requirenent based on unknown where-
abouts must be submitted to the Executive Director on Form TSP-16
or Form TSP-U 16, Exception to Spousal Requirenents, acconpani ed
by one of the follow ng:

(1) A court order stating that the spouse's whereabouts
cannot be determ ned;

(2) A police or governnental agency determ nation, signed by
t he appropriate departnment or division head, which states that
t he spouse's whereabouts cannot be determ ned; or

(3) Statenents by the participant and two ot her persons

whi ch neet the follow ng requirenents:
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(i) The participant’s statenent nmust give the full nanme of
t he spouse, declare the participant’s inability to |ocate the
spouse, state the last tine the spouse’s |ocation was known,
expl ain why the spouse’s location is not known currently, and
describe the good faith efforts the participant has made to
| ocate the spouse in the 90 days before the request for an
exception was submitted to the TSP. Exanples of attenpting to
| ocate the spouse include, but are not limted to, checking with
relatives and nutual friends or using tel ephone directories and
directory assistance for the city of the spouse’s |ast known
address. Negative statenents, such as, “l have not seen nor
heard fromhim”™ or “1 have not had contact with her,” are not
sufficient.

(i1i) The statenents fromtwo other persons nust support the
participant’s statenent that the participant has nade attenpts
within the preceding 90 days to | ocate the spouse and that the
partici pant does not know the spouse’ s whereabouts.

(i) Al statements nust be signed and dated and nust
include the following certification: “lI understand that a fal se
statenent or willful msrepresentation is punishable under
Federal law (18 U S.C. 1001) by a fine or inprisonnent or both.”.

(b) Awthdrawal election received within 90 days of an
approved exception may be processed so |long as the spouse naned

on the formis the spouse for whomthe exception has been
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appr oved.

(c) The TSP, in its discretion, may require a participant to
provi de additional information before granting a waiver. The TSP
may use any of the information provided to conduct its own search
for the spouse.

§ 1650.64 Executive Director's exception to spousal consent
requirenent.

(a) Whenever this subpart requires the consent of a spouse of
a FERS or uniforned services participant to a | oan or w thdrawal
or a waiver of the right to a survivor annuity, an exception to
this requirenent may be granted if the participant establishes to
the satisfaction of the Executive Director that:

(1) The spouse's whereabouts cannot be determined in
accordance with the provisions of § 1650.64; or

(2) Due to exceptional circunstances, requiring the spouse's
signature woul d be inappropriate.

(1) An exception to the requirenent for a spouse’s signature
may be granted based on exceptional circunmstances only when the
partici pant presents a court order which contains a finding or a
recitation of exceptional circunstances regarding the spouse
whi ch woul d warrant an exception to the signature requirenent.

(1i) Exceptional circunstances are narrowy construed, but
are exenplified by a court order or governnment agency

determ nation that:

- 115 -



(A) Indicates that the spouse and the partici pant have been
mai nt ai ni ng separate residences with no financial relationship
for three or nore years;

(B) Indicates that the spouse abandoned the participant, but
for religious or simlarly conpelling reasons, the parties chose
not to divorce; or

(C Expressly states that the participant may obtain a | oan
fromhis or her TSP account or withdraw his or her Thrift Savings
Pl an account bal ance notw t hstandi ng t he absence of the spouse's
si gnat ur e.

(b) A post-enploynent w thdrawal election or an in-service
wi t hdrawal request received within 90 days of an approved
exception will be accepted by the TSP so | ong as
t he spouse naned on the formis the spouse for whomthe exception
has been approved.

PART 1651—- DEATH BENEFI TS
39. The authority citation for part 1651 is revised to read
as follows:

Authority: 5 U S.C. 8424(d), 8432(j), 8433(e), 8435(c)(2),
8474(b) (5) and 8474(c)(1).

40. Section 1651.1 is revised to read as foll ows:

§ 1651.1 Definitions.
(a) Definitions generally applicable to the Thrift Savings

Pl an are set forth at 5 CFR 1690. 1.
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(b) As used in this subpart:

Deat h benefit nmeans the portion of a deceased participant’s
account that is payable under FERSA' s order of precedence.
Donmicile neans the participant’s place of residence for
pur poses of state incone tax liability.

O der of precedence neans the priority of entitlement to a

TSP death benefit specified in 5 U S.C. 8424(d).

TIN neans a taxpayer identification nunber. A TIN may be a
Soci al Security nunber (SSN), an enployer identification nunber
(EIN), or an individual taxpayer identification nunmber (ITIN).

41. Section 1651.2 is revised to read as foll ows:

§ 1651.2 Entitlement to funds in a deceased participant’s

account .

(a) Death benefits. Except as provided in paragraphs (b),

(c), and (d) of this section, if the TSP receives notice that a
partici pant has died, the funds in his or her account wll be
paid as a death benefit to the individual or individuals
surviving the participant, in the follow ng order of precedence:
(1) To the beneficiary or beneficiaries designated by the
partici pant on a TSP designation of beneficiary formthat has
been properly conpleted and filed in accordance
with 8 1651.3 and the instructions on the form
(2) If there is no designated beneficiary, to the spouse of

the participant in accordance with 8§ 1651.5;
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(3) If there are no beneficiaries or persons as described in
par agraphs (a)(1) and (a)(2) of this section, to the child or
children of the participant and descendants of deceased children
by representation in accordance with
§ 1651. 6;

(4) If there are no beneficiaries or persons as described in
par agraphs (a)(1) through (a)(3) of this section, to the parents
of the participant in equal shares or entirely to the surviving
parent in accordance with 8§ 1651. 7;

(5) If there are no beneficiaries or persons as described in
par agraphs (a) (1) through (a)(4) of this section, to the duly
appoi nted executor or adm nistrator of the estate of the
participant in accordance with 8§ 1651.8; or

(6) If there are no beneficiaries or persons as described in
par agraphs (a) (1) through (a)(5) of this section, to the next of
kin of the participant who is or are entitled under the | aws of
the state of the participant’s domcile on the date of the
participant’s death in accordance with § 1651.9.

(b) Post-enploynent withdrawal request. |[If the TSP receives

notice that a participant has died, a pending post-enpl oynent
wi t hdrawal request will be given effect or cancelled as foll ows:

(1) Single paynent. The TSP will give effect to a request

by the participant to withdraw his or her account as a single

paynent. The funds designated for paynent to the participant
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will be distributed as a single paynent to the deceased

partici pant (to becone the property of his or her estate); funds
designated for transfer to an eligible enployer plan or
traditional TRA wW Il be transferred to the designated eligible
enpl oyer plan or traditional |RA

(2) Monthly paynents. The TSP will cancel a request by a

participant to withdraw his or her account in nonthly paynents.
Any funds not al ready distributed when the TSP receives notice of
the participant’s death will be paid as a death benefit in
accordance with paragraph (a) of this section.

(3) Annuity. The TSP will cancel a request by the
participant to withdraw his or her account in the formof an
annuity. The TSP will also cancel an annuity purchase nmade on or
after the participant’s date of death but before annuity paynents
have begun, and the annuity vendor will return the funds to the
TSP. In both cases, the funds designated by the participant for
t he purchase of the annuity will be paid as descri bed:

(1) If the participant requested a single life annuity with
no cash refund or 10-year certain feature, the TSP will pay the
funds as a death benefit in accordance with paragraph (a) of this
section.

(ii) If the participant requested a single life annuity with
a cash refund or 10-year certain feature, the TSP will pay the

f unds:
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(A) As a death benefit to the beneficiary or beneficiaries
designated by the participant on the annuity portion of a
wi t hdrawal request, Form TSP-70 or Form TSP-U 70; or

(B) As a death benefit in accordance with paragraph (a) of
this section if no beneficiary designated on the w thdrawal
request survives the participant.

(tii) If the participant requested a joint life annuity
wi t hout additional features, the TSP will pay the funds:

(A) As a death benefit to the joint life annuitant if he or
she survives the participant; or

(B) As a death benefit in accordance with paragraph (a) of
this section if the joint |life annuitant does not survive the
parti ci pant.

(itv) If the participant requested a joint life annuity with
a cash refund or 10-year certain feature, the TSP will pay the
funds:

(A) As a death benefit to the joint life annuitant if he or
she survives the participant;

(B) As a death benefit to the beneficiary or beneficiaries
designated by the participant on the annuity portion of Form TSP-
70 or Form TSP-U-70, if the joint |life annuitant does not survive
the participant; or

(C As a death benefit in accordance with paragraph (a) of

this section if neither the joint Iife annuitant nor any
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desi gnat ed beneficiary survives the participant.

(v) If a participant dies after an annuity has been
purchased, the annuity vendor will make or stop the paynents in
accordance with the annuity nmethod sel ect ed.

(c) In-service withdrawal request. |If the TSP receives

notice that a participant has died, a pending in-service
wi t hdrawal request will be given effect. The funds designated
for the in-service withdrawal will be paid as a single paynent to
t he deceased participant (to beconme the property of his or her
estate); funds designated for transfer to an eligible enployer
plan or traditional IRA w Il be transferred to the designated
eligible enployer plan or traditional |RA

(d) Loans. |If the TSP receives notice that a participant
has di ed, a pending | oan disbursenment will be cancelled and the
funds designated for the loan will be distributed as a death
benefit in accordance with paragraph (a) of this section. If a
TSP | oan has been di sbursed, the funds cannot be returned to the
TSP and a taxable distribution to the participant will be
decl ared in accordance with 5 CFR 1655. 15.

(e) Lnvestnent of a TSP account upon notice of death. If a

participant dies with any portion of his or her TSP account in an
i nvestnent fund other than the G Fund, the TSP will transfer the
entire account into the G Fund after it receives witten notice

of the participant’s death. The account will accrue earnings at
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the G Fund rate in accordance with 5 CFR part 1645 until it is
pai d under this part.

42. Section 1651.14 is anmended by revising paragraph (f) to
read as foll ows:
§ 1651.14 How paynent is nade.

* * * * *

(f) Paynent to trust. |If paynent is to a trust, the paynent

will be nmade payable to the trust and nmailed in care of the
trustee. A TIN nmust be provided for the trust.
43. Section 1651.17 is revised to read as foll ows:

8§ 1651.17 Disclainmer of benefits.

(a) Right to disclaim The beneficiary of a TSP account may

disclaimhis or her right to receive all or part of a TSP death
benefit. If the disclaimant is a mnor, the disclainmer nust be
signed by the parent or guardian of the m nor.

(b) Valid disclainmer. The disclainer nust expressly state

that the beneficiary is disclaimng his or her right to receive
either all or a stated percentage of the death benefit payable
fromthe TSP account of the naned participant and nust be:

(1) Submitted in witing;

(2) Signed by the person (or |egal representative)
di sclaimng the benefit; and

(3) Received before the TSP pays the death benefit.

(c) Invalid disclainer. A disclainmer is invalidif it is
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revocable or directs to whom the disclai ned benefit should be
pai d.

(d) Disclainer effect. The disclainmed share will be paid as

t hough the beneficiary predeceased the participant, according to
the rules set forth in § 1651. 10.
44, Part 1653 is revised to read as foll ows:
PART 1653-- COURT ORDERS AND LEGAL PROCESSES AFFECTI NG THRI FT
SAVI NGS PLAN ACCOUNTS
Subpart A--Retirenment Benefits Court Orders
Sec.
1653.1 Definitions.
1653.2 Qualifying retirenment benefits court orders.
1653.3 Processing retirenment benefits court orders.
1653.4 Calculating entitlenents.
1653.5 Paynent.
Subpart B--Legal Process for the Enforcenment of a
Participant’s Legal Obligations to Pay Child Support
or Alinmony Currently
1653.11 Definitions.
1653.12 Qualifying | egal processes.
1653.13 Processing | egal processes.
1654.14 Calculating entitlenents.

1653. 15 Paynent.
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Subpart C--Child Abuse Court Orders
1653.21 Definitions.
1653. 22 Pur pose.
1653. 23 Processing and paynent.

Authority: 5 U S.C. 8435, 8436(b), 8437(e)(3), 8467,
8474(b) (5) and 8474(c)(1).
Subpart A--Retirenment Benefits Court Orders
§ 1653.1 Definitions.

(a) Definitions generally applicable to the Thrift Savings
Plan are set forth at 5 CFR 1690. 1.

(b) As used in this subpart:

Court neans any court of any State, the District of
Col unmbi a, the Conmonweal th of Puerto Rico, Guam the Northern
Mariana |slands, or the Virgin Islands, and any Indian court as
defined by 25 U . S. C. 1301(3).

Ef fective date of a court order neans the date it was

entered by the clerk of the court or, if the order does not show
a date entered, the date it was filed by the clerk of the court
or, if the order does not contain a date entered or a date filed,
the date it was signed by the judge.

Retirenment benefits court order or order neans a court

decree of divorce, annul nent or |egal separation, or a court

order or court-approved property settlenment agreenent incident to
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such a decree. Oders may be issued at any stage of a divorce,
annul nent, or |egal separation proceeding.
§ 1653.2 (Qualifying retirement benefits court orders.

(a) To be qualifying, and thus enforceabl e agai nst the TSP,
a retirenment benefits court order nust neet the follow ng
requi renents:

(1) The order nust expressly relate to the Thrift Savings
Pl an account of a TSP participant. This means that:

(i) The order nust expressly refer to the “Thrift Savings
Pl an” or describe the TSP in such a way that it cannot be
confused with other Federal Governnent retirenment benefits or
non- Federal retirenent benefits;

(i1i) The order mnmust be witten in terns appropriate to a
defined contribution plan rather than a defined benefit plan.
For exanple, it should generally refer to the participant’s TSP
account or TSP account bal ance rather than a benefit formula or
the participant’s eventual benefits; and

(tit) 1If the participant has a civilian TSP account and a
uni formed services TSP account, the order nust expressly identify
t he account to which it rel ates.

(2) The order nust either require the TSP to freeze the

participant’s account to preserve the status quo pending final

resolution of the parties’ rights to the participant’s TSP

account, or to nmake a paynent fromthe participant’s account to a
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per m ssi bl e payee;

(3) If the order requires a paynent fromthe participant’s
account, the award nust be for:

(i) A specific dollar anmount;

(i1i) A stated percentage or fraction of the account;

(tii) A portion of the account to be cal cul ated by applying
a fornmula that yields a mathematically possible result. Al of
the variables in the formula nust have values that are readily
ascertainable fromthe face of the order or from TSP records; or

(iv) A survivor annuity as provided in 5 U S.C. 8435(d).

(4) A court order can only require a paynent to:

(1) Current or forner spouses of the participant;

(1i) Attorneys of current or former spouses of a participant
(as fees);

(1i1) Dependents of the participant; and

(iv) Attorneys of dependents of the participant (as fees).

(b) The following retirement benefits court orders are not
gual i fying and thus are not enforceabl e agai nst the TSP:

(1) An order relating to a TSP account that has been cl osed;

(2) An order relating to a TSP account that contains only
nonvest ed noney, unless the noney will becone vested within 30
days of the date the TSP receives the order if the participant
were to remain in Federal service;

(3) An order requiring the return to the TSP of noney that
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was properly paid pursuant to an earlier court order;

(4) An order requiring the TSP to nake a paynent in the
future, unless the present value of the payee’'s entitlenent can
be cal cul ated, in which case the TSP will nake the paynent
currently; and

(5) An order that does not specify the account to which the
order applies, if the participant has both a civilian TSP account
and a uni forned services TSP account.

8§ 1653.3 Processing retirenment benefits court orders.

(a) The paynent of a retirenent benefits court order from
the TSP is governed solely by FERSA and by the terns of this
subpart. The TSP will honor retirenment benefits court orders
properly issued by a court (as defined in § 1653.1). However,

t hose courts have no jurisdiction over the TSP and the TSP cannot
be made a party to the underlying donestic rel ations proceedi ngs.

(b) The TSP will review a retirenment benefits court order to
determ ne whether it is enforceable against the TSP only after
the TSP has received a conplete copy of the docunent. Receipt by
an enpl oyi ng agency or any other agency of the Governnment does
not constitute receipt by the TSP. Retirenent benefits court
orders should be submtted to the TSP record keeper at the
foll owi ng address: Thrift Savings Plan Service Ofice, National
Fi nance Center, P.O Box 61500, New Ol eans, Loui siana,

70161- 1500. Receipt by the TSP record keeper is considered
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recei pt by the TSP. To be conplete, a court order nust contain
all pages and attachments; it nust al so provide (or be
acconpani ed by a docunent that provides):

(1) The participant’s Social Security nunber (SSN);

(2) The nanme and | ast known mailing address of each payee
covered by the order; and

(3) If the current or forner spouse of the participant is a
payee of the court order and the order requires the paynent to be
mailed in care of a third party, the order nust al so provide the
SSN of the spouse-payee and the state of |egal residence of the
spouse- payee.

(c) As soon as practicable after the TSP receives a docunent
that purports to be a qualifying retirenent benefits court order,
whet her or not conplete, the participant’s account will be
frozen. After the account is frozen, no withdrawal or |oan
di sbursenents (other than a required mnimumdistribution
pursuant to section 401(a)(9) of the Internal Revenue Code) w |
be allowed until the account is unfrozen. Al other account
activity will be permtted.

(d) The follow ng docunments do not purport to be qualifying
retirement benefits court orders, and accounts of participants to
whom such orders relate will not be frozen

(1) A docunent that does not indicate on its face (or is not

acconpani ed by a docunent that establishes) that it has been
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i ssued or approved by a court;

(2) A court order relating to a TSP account that has been
cl osed,;

(3) A court order dated before June 6, 1986;

(4) A court order that does not award all or any part of the
TSP account to soneone other than the participant; and

(5) A court order that does not nmention retirement benefits.

(e) After the participant’s account is frozen, the TSP w ||
review the docunment further to determne if it is conplete; if
t he docunent is not conplete, the TSP will request a conplete
docunent. If a conplete copy is not received within 30 days of
t hat request, the account will be unfrozen and no further action
will be taken with respect to the docunent.

(f) The TSP will review a conplete copy of an order to
determ ne whether it is a qualifying retirenent benefits court
order as described in § 1653.2. The TSP will mail a decision
letter to all parties containing the follow ng information:

(1) A determ nation regardi ng whether the court order is
qual i fyi ng;

(2) A statenent of the applicable statutes and regul ati ons;

(3) An explanation of the effect the court order has on the
participant’s TSP account; and

(4) 1If the qualifying order requires paynent, the letter

will provide:
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(1) An explanation of how the paynent will be cal cul ated and
an estimated anount of paynent;

(ii) The anticipated date of paynent;

(ti1) Tax information and i ncone tax withholding fornms to
t he person responsi ble for paying Federal incone tax on the
paynent ;

(itv) Information and the form needed to transfer the paynent
to an eligible enployer plan or traditional IRA (if the payee is
the current or former spouse of the participant); and

(v) Information and the form needed to receive the paynent
t hrough an el ectronic funds transfer (EFT).

(g) The TSP decision letter is a final determ nation of the
parties’ rights in the account. There is no admnistrative
appeal fromthe TSP deci sion

(h) An account frozen under this section will be unfrozen as
fol | ows:

(1) If the account was frozen upon recei pt of an inconplete
order, the account will be unfrozen if a conplete order is not
received within 30 days of the date of the request described in
par agraph (e) of this section;

(2) If the account was frozen in response to an order issued

to preserve the status guo pending final resolution of the

parties’ rights to the participant’s TSP account, the account

will be unfrozen if the TSP receives a court order that vacates
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or supersedes the previous order (unless the order vacating or
superseding the order itself qualifies to place a freeze on the
account). A court order that purports to require a paynent from

the TSP supersedes an order issued to preserve the status quo,

even if it does not qualify to require a paynent fromthe TSP,

(3) If the account was frozen in response to an order
purporting to require a paynent fromthe TSP, the freeze will be
[ifted:

(i) Once paynent is nade, if the court order is qualifying;
or

(1i) Forty-five (45) days after the date of the TSP deci sion
letter if the court order is not qualifying. The 45-day period
will be term nated, and the account will be unfrozen, if both
parties submt to the TSP a witten request for such a
term nation.

(1) The TSP will hold in abeyance the processing of a court-
ordered paynent if the TSP is notified in witing that the
underlying court order has been appeal ed, and that the effect of
the filing of the appeal is to stay the enforceability of the
or der.

(1) I'n the notification, the TSP nust be provided with
proper docunentation of the appeal and citations to |egal
authority which address the effect of the appeal on the

enforceability of the underlying court order.
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(i) If the TSP receives proper docunmentation and citations

to |l egal authority which denonstrate that the underlying court

order is not enforceable, the TSP will informthe parties that
the paynment will not occur until resolution of the appeal, and
the account will remain frozen for |oans and w thdrawal s.

(i1i) I'n the absence of proper docunentation and citations to
| egal authority, the TSP will presume that the provisions
relating to the TSP in the court order remain valid and will
proceed with the paynent process.

(2) The TSP nmust be notified in witing of the disposition
of the appeal before the freeze will be renoved fromthe
participant’s account or a paynent will be made. The
notification must include a conplete copy of an order fromthe
appel l ate court explaining the effect of the appeal on the
partici pant’s account.

(j) Multiple qualifying court orders relating to the sane
TSP account and received by the TSP will be processed as foll ows:

(1) If the orders nake awards to the sanme payee or payees
and do not indicate that the awards are cumnul ative, the TSP w ||
only honor the order bearing the |atest effective date.

(2) If the orders relate to different former spouses of the
partici pant and award survivor annuities, the TSP will honor them
in the order of their effective dates.

(3) If the orders relate to different payees and award fi xed
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dol | ar anounts, percentages or fractions of an account, or
portions of an account cal cul ated by the application of formulae,
the orders will be honored:

(1) I'n the order of their receipt by the TSP, if received by
the TSP on different days; or

(ii) In the order of their effective dates, if received by
the TSP on the sane day.

(4) I'n all other cases, the TSP will honor multiple
qgqual i fying court orders relating to the same TSP account in the
order of their receipt by the TSP.

§ 1653.4 Calculating entitlenents.

(a) For purposes of conputing the anobunt of a payee’s
entitlement under this section, a participant’s TSP account
bal ance will include any |oan bal ance outstanding as of the date
used for calculating the payee’s entitlenent, unless the court
order provi des ot herw se.

(b) If the court order awards a percentage or fraction of an
account as of a specific date, the payee’s entitlenment will be
cal cul ated based on the account bal ance as of that date. |If the
date specified in the order is not a business day, the TSP wil |
use the participant’s account bal ance as of the |ast preceding
busi ness day.

(c) If the court order awards a percentage or fraction of an

account but does not contain a specific date as of which to apply
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t hat percentage or fraction, the TSP will use the effective date
of the order.

(d) If the court order awards a specific dollar anount, the
payee’s entitlement will be the |esser of:

(1) The dollar anpbunt stated in the court order; or

(2) The vested account bal ance as of the date specified in
the court order as the effective date of the award (or, if no
date is specified, the effective date of the order).

(e) If a court order describes a payee’s entitlenment in
terms of a fixed dollar amobunt and a percentage or fraction of
the account, the TSP will pay the fixed dollar anount, even if
t he percentage or fraction, when applied to the account bal ance,
would yield a different result.

(f) The payee’s entitlenent will be credited with TSP
i nvest ment earni ngs as descri bed:

(1) The entitlenment cal cul ated under this section will not
be credited with TSP i nvest nent earnings unless the court order
specifically provides ot herw se.

(2) If earnings are awarded and a rate is specified, the
rate nmust be expressed as an annual percentage rate or as a per
di em dol I ar anpbunt added to the payee’s entitlenent.

(3) If earnings are awarded and the rate is not specified,
the TSP will credit the payee’'s entitlenent with the rate of

return for the G Fund.
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(4) Earnings at the G Fund rate will accrue on a nonthly
basi s through August 31, 2002, beginning with the nonth foll ow ng
the entitlenment date; thereafter, G Fund earnings will accrue on
a daily basis, beginning with the business day followi ng the date
used for calculating the payee’s entitlenent (or beginning
Septenber 1, 2002, if interest or earnings comence before
Septenber 1, 2002) and ending 2 days before paynent is made.

(g) The TSP will estimte the anobunt of a payee’s entitlenent
when it prepares the court order decision letter and wll
recal culate the entitlenment at the time of paynment. The
recal culation may differ fromthe initial estinmation because:

(1) The estimation of the payee’s entitlenment includes both
vested and nonvested anounts in the participant’s account. |If,
at the time of paynment, the nonvested portion of the account has
not becone vested, the recalculated entitlenment will apply only
to the participant’s vested account bal ance; and

(2) After the estinate of the payee’s entitlenent is
prepared, the TSP may process account transactions that have an
effective date on or before the date used to conpute the payee’s
entitlement. Those transactions will be included when the
payee’s entitlement is recalculated at the tinme of paynent.

§ 1653.5 Paynent.
(a) Paynent pursuant to a qualifying retirenment benefits

court order ordinarily will be made 60 days after the date of the
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TSP decision letter. This is intended to permt the payee
sufficient time to consider decisions about tax w thhol ding,
paynment by EFT, and transfer, if applicable, under paragraph (e)
of this section. An earlier distribution may be nmade as foll ows:

(1) If the payee is the current or forner spouse of the
partici pant, the payee can request to receive the paynent sooner
t han 60 days by meking a tax w thholding election, by requesting
a paynent by EFT, or by requesting a transfer described in
par agraph (e)(1) of this section. The TSP decision letter wll
provide the forns a payee can use to request an earlier
di sbursenent .

(2) If the payee is soneone other than the current or forner
spouse of the participant, the participant can request a
di sbur senent sooner than 60 days by naking the tax w thhol di ng
el ection described in paragraph (e)(2) of this section (on forns
provided to the participant with the TSP decision letter).

(3) If the court order makes an award to nmultiple payees, a
di sbursenent may be made earlier than 60 days only if requests
for expedited paynent are received fromall of the payees.

(4) I'n no event will paynment be made earlier than 31 days
after the date of the TSP decision letter.

(b) I'n no case will paynent exceed the participant’s vested
account bal ance, m nus any outstandi ng | oan bal ance.

(c) The entire anobunt of a court order payee’s entitlenent
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nmust be disbursed at one tine. A series of paynents will not be
made, even if the court order provides for such a nmethod of
paynent. A paynent pursuant to a court order extinguishes al
rights to any further paynent under that order, even if the
entire anount of the entitlenent cannot be paid. Any further
award nmust be contained in a separate court order.

(d) Paynent will be nade pro rata fromall TSP investnent
funds in which the account is invested, based on the balance in
each fund on the date paynent is nmade, and from both tax-deferred
and tax-exenpt bal ances, if any. The TSP will not honor
provi sions of a court order which require paynent to be made from
specific investnment funds or contribution sources. A court order
may, however, specify a particular paynent fromthe tax-exenpt
bal ance of a unifornmed services TSP account.

(e) Paynent will be nade only to the person or persons
specified in the court order.

(1) If paynment is nade to the current or fornmer spouse of
the participant, the distribution will be reported to the
I nternal Revenue Service (IRS) as inconme to the payee.

(i) Acurrent or fornmer spouse of a participant may request
that the TSP transfer all or a portion of the paynent to an
el igible enployer plan or traditional I1RA. A retirenent benefits
court order cannot prevent the TSP from providing this transfer

option to a current or former spouse of a participant.
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(ii) Any amount that is not so transferred will be
distributed to the payee. That distribution will be subject to
mandat ory Federal inconme tax withholding. The payee nay elect to
have an additional anount withheld by filing with the TSP the
forms provided to the payee with the decision letter.

(ti1) Any distribution directly to the payee will be nade
under the follow ng rul es:

(A) If the court order specifies a third-party mailing
address for the paynent, the TSP will mail to the address
specified any portion of the paynent which is not transferred to
an eligible enployer plan or traditional IRA. That portion wll
be disbursed in the formof a United States Treasury check made
payabl e solely to the court order payee, and mailed in care of
the third party addressee.

(B) If the court order does not specify a third party
addressee, the payee can choose to receive the distribution by
United States Treasury check or by electronic funds transfer
(EFT) to a checking or savings account at a financial
institution.

(2) If the paynent is nade to anyone other than the current
or former spouse of the participant, the follow ng rules apply:

(1) The paynment is taxable to the participant and is subject
to Federal incone tax wi thholding. The participant can elect the

anount to be withheld by filing with the TSP the forns provided
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to the participant with the decision letter. |[If the participant
does not make a withholding election, the TSP will w thhold 10
percent fromthe paynent. The tax withholding will be taken from
the payee’s entitlenent and the gross anount of the paynent

(i.e., the net paynent distributed to the payee plus the anount

wi thheld fromthe paynment for taxes) will be reported to the IRS
as income to the participant.

(i1i) The paynment will be nmade under the sane rul es descri bed
in paragraph (e)(1)(iii) of this section.

(f) Paynent will not be made jointly to two or nore persons.
If the court order requires paynents to nore than one person, the
order nmust separately indicate the anbunt to be paid to each

(g) If there are insufficient funds to pay each court order
payee, paynent will be made as foll ows:

(1) If the order specifies an order of precedence for the
paynents, the TSP will honor it.

(2) If the order does not specify an order of precedence for
the paynents, the TSP will pay a current or former spouse first,
a dependent second, and an attorney third.

(h) If the payee dies before a paynent is disbursed, paynent
will be nmade to the estate of the payee, unless otherw se
specified by the court order. A distribution to the estate of a
deceased court order payee will be reported as incone to the

decedent’s estate. |If the participant dies before paynent is
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made, the order will be honored so long as it is submtted to the
TSP before the TSP account has been cl osed.

(1) If the parties to a divorce or annul nent have remarried
each other, or a legal separation is term nated, a new court
order will be required to prevent paynment pursuant to a
previously submtted qualifying retirenent benefits court order.

(j) Paynent to a person (including the estate of the payee)
pursuant to a qualifying retirenment benefits court order made in
accordance with this subpart bars recovery by any other person
claimng entitlenent to the paynent.

Subpart B--Legal Process for the Enforcenent of a Participant’s
Legal nligations to Pay Child Support or Alinony Currently
§ 1653.11 Definitions.

(a) Definitions generally applicable to the Thrift Savings
Plan are set forth at 5 CFR 1600. 1.

(b) As used in this subpart:

Al i nony neans the paynment of funds for the support and
mai nt enance of a spouse or former spouse. Alinony includes

separate mai ntenance, alinony pendente lite, maintenance, and

spousal support. Alinony can also include attorney fees,
interest, and court costs, but only if these itens are expressly
made recoverable by qualifying | egal process, as described in §
1653. 12.

Child support neans paynent of funds for the support and
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mai nt enance of a child or children of the participant. Child
support includes paynments to provide for health care, education,
recreation, clothing, or to neet other specific needs of a child
or children. Child support can also include attorney fees,
interest, and court costs, but only if these itens are expressly
made recoverable by qualifying | egal process, as described in §
1653. 12.

Conpetent authority neans a court or an admi nistrative

agency of conpetent jurisdiction in any State, territory or
possession of the United States; a court or admnistrative agency
of conpetent jurisdiction in any foreign country with which the
United States has entered into an agreenment that requires the
United States to honor the process; or an authorized official
pursuant to an order of such a court or an adm nistrative agency
of conpetent jurisdiction pursuant to state or |ocal |aw

Legal process neans a wit, order, summons, or other simlar

process in the nature of a garnishnent which is brought to
enforce a participant’s |legal obligations to pay child support or
al i nony currently.
§ 1653.12 Qualifying | egal processes.

(a) The TSP will only honor the terns of a |egal process
that is qualifying under paragraph (b) of this section.

(b) A legal process nust neet each of the follow ng

requi renents to be considered qualifying:
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(1) The legal process nmust have been issued by a conpetent
aut hority;

(2) The legal process nust expressly relate to the Thrift
Savi ngs Plan account of a TSP participant, as described in 8§
1653. 2(a) (1);

(3) The legal process nust require the TSP to:

(1) Pay a stated dollar anpbunt froma participant’s TSP
account; or

(1i) Freeze the participant’s account in anticipation of an
order to pay fromthe account.

(c) The follow ng | egal processes are not qualifying:

(1) Alegal process relating to a TSP account that has been
cl osed,;

(2) A legal process relating to a TSP account that contains
only nonvested noney, unless the noney will becone vested within
30 days of the date the TSP receives the order if the participant
were to remain in Federal service;

(3) Alegal process requiring the return to the TSP of npney
that was properly paid pursuant to an earlier |egal process;

(4) A legal process requiring the TSP to make a paynent in
the future; and

(5) A legal process requiring a series of paynents.

8§ 1653. 13 Processing | egal processes.

(a) The paynment of |egal processes fromthe TSP is governed
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solely by the Federal Enployees’ Retirenment System Act, 5 U.S. C
chapter 84, and by the ternms of this subpart. Although the TSP
wi || honor |egal processes properly issued by a conpetent
authority, those entities have no jurisdiction over the TSP and
the TSP cannot be nmade a party to the underlying proceedings.

(b) The TSP will review a | egal process to determ ne whet her
it is enforceable against the TSP only after the TSP has received
a conplete copy of the docunent. Receipt by an enpl oyi ng agency
or any other agency of the Governnment does not constitute receipt
by the TSP. Legal processes should be submtted to the TSP
record keeper at the follow ng address: Thrift Savings Pl an
Service O fice, National Finance Center, P.O Box 61500, New
Ol eans, LA 70161-1500. Receipt by the TSP record keeper is
considered receipt by the TSP. To be conplete, a |l egal process
must contain all pages and attachnments; it nmust al so provide (or
be acconpani ed by a docunent that provides):

(1) The participant’s Social Security nunber (SSN);

(2) The nanme and | ast known mailing address of each payee
covered under the order; and

(3) If the current or forner spouse of the participant is a
payee of the court order and the order requires the paynent to be
mailed in care of a third party, the order nust al so provide the
SSN of the spouse-payee and the state of |egal residence of the

spouse- payee.
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(c) As soon as practicable after the TSP receives a docunent
that purports to be a qualifying |egal process, whether or not
conplete, the participant’s account will be frozen. After the
account is frozen, no withdrawal or |oan disbursements will be
allowed until the account is unfrozen. Al other account
activity will be permtted, including contributions, |oan
repaynents, adjustnents, contribution allocations and interfund
transfers.

(d) The follow ng docunments will not be treated as
purporting to be a qualifying | egal processes, and accounts of
partici pants to whom such orders relate will not be frozen

(1) A docunent that does not indicate on its face (or
acconpany a docunent that establishes) that it has been issued by
a conpetent authority;

(2) A legal process relating to a TSP account that has been
cl osed; and

(3) A legal process that does not relate either to the TSP
or to the participant’s retirenment benefits.

(e) After the participant’s account is frozen, the TSP w ||
review the docunment further to determne if it is conplete; if
t he docunent is not conplete, the TSP will request a conplete
docunent. If a conplete copy is not received by the TSP within
30 days of that request, the account will be unfrozen and no

further action will be taken with respect to the docunent.
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(f) As soon as practicable after recei pt of a conplete copy
of a legal process, the TSP will review it to determ ne whether
it is a qualifying |legal process as described in
§ 1653.12. The TSP will mail a decision letter to all parties
containing the sanme information described at
§ 1653.3(f).

(g) The TSP decision letter is final. There is no
adm ni strative appeal fromthe TSP deci sion

(h) An account frozen under this section will be unfrozen as
fol | ows:

(1) If a conplete docunent has not been received within 30
days of the date of a request described in paragraph (e) of this
section;

(2) If the account was frozen pursuant to a | egal process
requiring the TSP to freeze the participant's account in
anticipation of an order to pay fromthe account, the account
will be unfrozen if any one of the follow ng events occurs:

(1) As soon as practicable after the TSP receives a conpl ete
copy of an order vacating or superseding the prelimnary order
(unl ess the order vacating or superseding the prelimnary order
qualifies to place a freeze on the account);

(1i) Upon paynment pursuant to the order to pay fromthe
account, if the TSP determ nes that the order is qualifying; or

(ti1) As soon as practicable after the TSP i ssues a deci sion
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letter informng the parties that the order to pay fromthe
account is not a qualifying |egal process;

(3) If the account was frozen after the TSP received a
docunent that purports to be a | egal process requiring paynent
fromthe participant’s account, the account will be unfrozen:

(1) Upon paynent pursuant to a qualifying | egal process; or

(ii) As soon as practicable after the TSP informs the
parties that the docunment is not a qualifying | egal process.

(i) The TSP will hold in abeyance the processing of a
paynent required by legal process if the TSP is notified in
witing that the | egal process has been appeal ed, and that the
effect of the filing of the appeal is to stay the enforceability
of the legal process. The notification nust be acconpani ed by
t he docunentation and citations to legal authority described at 8
1653. 3(i ).

(j) Multiple qualifying | egal processes relating to the sane
TSP account and received by the TSP will be processed as foll ows:

(1) If the legal processes nake awards to the sanme payee or
payees and do not indicate that the awards are cunul ative, the
TSP will only honor the | egal process bearing the | atest
effective date.

(2) If the legal processes relate to different payees, the
| egal process will be honored:

(1) I'n the order of their receipt by the TSP, if received by
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the TSP on different days; or

(ii) In the order of their effective dates, if received by
the TSP on the sane day.

§ 1653.14 Calculating entitlenents.

A qualifying |l egal process can only require the paynent of a
specified dollar amount fromthe TSP. Paynment pursuant to a
qual i fying | egal process will be calculated in accordance with §
1653.4(a), (d), (f) and (9Q).

§ 1653.15 Paynent.

Paynment pursuant to a qualifying |egal process will be nade
in accordance with § 1653.5.

Subpart C--Child Abuse Court Orders
§ 1653.21 Definitions.

(a) Definitions generally applicable to the Thrift Savings
Plan are set forth at 5 CFR 1600. 1.

(b) As used in this subpart:

Child neans an individual under 18 years of age.

Judgnent agai nst a participant for physically, sexually, or

enptionally abusing a child nmeans any | egal claimperfected
through a final enforceabl e judgnent which is based in whole or
in part upon the physical, sexual, or enotional abuse of a child,
whet her or not that abuse is acconpani ed by other actionable

wr ongdoi ng, such as sexual exploitation or gross negligence.

§ 1653.22 Purpose.
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Under 5 U.S.C. 8437(e)(3) and 8467(a)(2), the TSP will honor
a court order or other simlar process in the nature of a
garni shment that is brought to enforce a judgnent against a
partici pant for physically, sexually, or enotionally abusing a
chi | d.

8§ 1653.23 Processing and paynent.

To the maxi mum extent consistent with sections 8437(e)(3)
and 8467(a)(2), child abuse court orders will be processed by the
TSP under the procedures described in subparts A and B of this
part.

45. Part 1655 is revised to read as foll ows:

PART 1655--Loan Program

Sec.

1655. 1 Definitions.

1655. 2 Eligibility for |oans.

1655. 3 | nformati on concerning the cost of a | oan.
1655. 4 Nunber of | oans.

1655.5 Loan repaynent peri od.

1655.6  Anount of | oan.

1655. 7 I nterest rate.

1655. 8 Quarterly statenents.

1655. 9 Ef fect of |oans on individual account.

1655.10 Loan application process.

- 148 -



1655. 11 Loan accept ance.
1655. 12 Loan agreenent.
1655.13 Loan approval and issuance.
1655. 14 Loan paynents.
1655. 15 Taxabl e di stri buti ons.
1655.16 Reanorti zation.
1655.17 Prepaynent.
1655.18 Spousal rights.
1655.19 Effect of court order on | oan.
1655. 20 Residential |oans.

Authority: 5 U S.C. 8433(g) and 8474.
§ 1655.1 Definitions.

(a) Definitions generally applicable to the Thrift Savings
Plan are set forth at 5 CFR 1690. 1.

(b) As used in this part:

Anortization neans the reduction in a |loan by periodic

paynents of principal and interest according to a schedul e of
paynents.

Date of application neans the day on which the TSP record

keeper receives the |oan application, either electronically on
the TSP Wb site or on Form TSP-20 or Form TSP- U 20.

General purpose | oan nmeans any TSP | oan other than a | oan

for the purchase or construction of a primary residence.
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Guar ant eed funds neans a cashier’s check, noney order,

certified check (i.e., a check certified by the financi al
institution on which it is drawn), cashier’s draft, or
treasurer’s check froma credit union

Loan i ssue date neans the date on which the TSP record

keeper authorizes disbursenent of the funds fromthe
participant’s account for the |oan anount.

Loan repaynent period nmeans the tinme over which paynents

that are required to repay a loan in full are schedul ed.

Principal or principal anpunt nmeans the anmount borrowed by a

participant fromhis or her individual account, or, after
reanorti zation, the anmount fi nanced.

Reanorti zati on nmeans the recal cul ati on of periodic

paynents of principal and interest.

Residential |oan neans a TSP | oan for the purchase or
construction of a primary residence.

Taxabl e distribution neans the anobunt of outstanding

principal and interest on a | oan which nust be reported to the
I nternal Revenue Service as taxable incone as a result of the
failure of a participant to repay a loan in full, according to
the ternms of the | oan agreenent.
§ 1655.2 Eligibility for |oans.

A participant who is eligible to contribute to the TSP and

who is in pay status is eligible to apply for a loan fromhis or
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her TSP account. Only a participant who has at |east $1,000 in
enpl oyee contributions and attributable earnings in his or her
account may receive a |loan (subject to the other terns and
conditions set forth in this part). A participant who is
separated from Governnent service nmay not receive a |loan fromhis
or her TSP account.

§ 1655.3 Information concerning the cost of a | oan.

| nf ormati on concerning the cost of a loan is provided in the
bookl et TSP Loan Program (available on the TSP Wb site, fromthe
participant’s personnel office or service, or fromthe TSP record
keeper). Fromthis information, a participant can determ ne the
effects of a loan on his or her account bal ance and can conpare
the cost of a loan to that of other sources of financing.

§ 1655.4 Nunber of | oans.

A participant may have no nore than two | oans outstandi ng
fromhis or her TSP account at any tine. Only one of the two
outstanding | oans nmay be a residential loan. A participant with
both a civilian TSP account and a uniformed services TSP account
may have two outstanding | oans from each account.

8§ 1655.5 Loan repaynent period.

(a) Mnimum The m ninmumrepaynent period a participant may
request for a loan is one year of schedul ed paynents.

(b) Maxi mum The maxi num repaynent period a partici pant may

request for a general purpose loan is five years of schedul ed

- 151 -



paynents. The maxi mum repaynment period a participant may request
for a residential loan is 15 years of schedul ed paynents.

8§ 1655.6 Anmount of | oan.

(a) Mninmmanmount. The initial principal amount of any

| oan may not be | ess than $1, 000.

(b) Maxi mum anmount. The principal anount of a new | oan nust

be |l ess than or equal to the smallest of the foll ow ng:

(1) The portion of the participant's individual account
bal ance that is attributable to enpl oyee contributions and
attri butabl e earnings (not including any outstanding | oan princi-
pal);

(2) 50 percent of the participant's vested account bal ance
(i ncl udi ng any outstandi ng | oan bal ance) or $10, 000, whichever is
greater, mnus any outstanding | oan bal ance; or

(3) $50,000 minus the participant’s highest outstanding | oan
bal ance (if any) during the last 12 nonths.

(c) If a participant has both a civilian TSP account and a
uni formed services TSP account, the maxi num | oan anount avail abl e
wi |l be based on a calculation that takes into consideration the
account bal ances and out standi ng | oan bal ances for both accounts.
§ 1655.7 Interest rate.

(a) Loans will bear interest at the G Fund rate in effect on
the date the TSP record keeper receives the paper application or

on the date the request is entered on the TSP Wb site.
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(b) The interest rate cal cul ated under this section remains
fixed until the loan is repaid, unless the participant inforns
the TSP record keeper that he or she entered into active duty
mlitary service and requests that the interest rate on a | oan
i ssued before entry into active duty mlitary service be reduced
to an annual rate of 6 percent for the period of such service.
The partici pant must provide the record keeper with the begi nning
and endi ng dates of active duty mlitary service.

§ 1655.8 Quarterly statenents.

Information relating to any outstanding |loan will be
i ncluded on the quarterly participant statenents.

§ 1655.9 Effect of |oans on individual account.

(a) The anpunt borrowed will be renmoved fromthe partici-
pant’s account when the | oan is disbursed. Consequently, these
funds will no | onger generate earnings.

(b) The loan principal will be disbursed fromthat portion
of the account represented by enpl oyee contributions and attri bu-
tabl e earnings, pro rata fromeach investnent fund in which the
account is invested and pro rata fromtax-deferred and tax-exenpt
bal ances.

(c) Loan paynents, including both principal and interest,
will be credited to the participant’s individual account. Loan
paynents will be credited to the appropriate investnent fund in

accordance with the participant’s nost recent contribution
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al | ocati on.
§ 1655.10 Loan application process.

(a) Any participant nmay apply for a loan by submtting
a conpleted | oan application (Form TSP-20 or Form TSP-U-20) to
the TSP record keeper.

(b) The follow ng participants nmay al so apply for and
conplete a | oan request on the TSP Wb site:

(1) FERS participants or nenbers of the uniformed services
requesting a general purpose loan if they are (i) unmarried, or
(ii) married and have been granted an exception to the spousal
requi renents described in 8§ 1655. 18.

(2) CSRS participants requesting a general purpose |loan if
they are (i) unmarried, (ii) married and provide a current
address for their spouse, or (iii) married and have been granted
an exception to the spousal requirenents described in 8§ 1655. 18.

(c) Persons not described in paragraph (b) of this section
may use the TSP Wb site to submt a | oan application and obtain
a | oan agreenent, but nust conplete the process by submtting the
resulting |l oan agreenent and any rel ated docunentati on on paper.
§ 1655.11 Loan acceptance.

The TSP record keeper will reject a | oan application if:

(a) The participant is not qualified to apply for a | oan
under 8 1655.2 or has failed to provide all required information

on the | oan application;
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(b) The participant has the maxi mum nunber of | oans
outstanding or, if the application is for a residential |oan, the
partici pant has a residential |oan outstanding fromthe sane
account ;

(c) The participant has a pending | oan agreenment or in-
service wi thdrawal request;

(d) The anpunt of the requested loan is |ess than the
m ni mum anount set forth in 8 1655.6(a);

(e) A hold has been placed on the account pursuant to 5 CFR
1653. 3(c); or

(f) The participant has received a taxable |oan distribution
fromthe TSP within the 12-consecutive-nonth period preceding the
date of the application, unless the taxable distribution was the
result of the participant’s failure to repay the | oan upon his or
her separation from Governnment servi ce.

§ 1655.12 Loan agreenent.

(a) Upon determ ning that a | oan application neets the
requi renents of this part, the TSP record keeper will provide the
participant with the ternms and conditions of the |oan, as
fol | ows:

(1) If the participant submts a paper |oan application, the
TSP record keeper will nmail the | oan agreenent (Form TSP-21-G
TSP- U 21-G TSP-21-R, or TSP-U-21-R, as applicable) to the

partici pant and other information, as appropriate.
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(2) If aloan request is conpleted on the ThriftLine or the
TSP Wb site, the TSP record keeper will mail the participant a
confirmation that states the ternms and conditions of the |oan.

(3) If the participant initiates a | oan request on the TSP
Web site which cannot be conpleted on the Wb site, the
participant must print the partially conpleted | oan agreenent
directly fromthe Wb site, provide any m ssing information
(i ncluding spouse’s signature or documents supporting a
residential |oan request, if applicable), and submt it to the
TSP record keeper.

(b) By signing the | oan agreenent, either electronically or
on the form the participant agrees to be bound by all of its
ternms and conditions, agrees to repay the | oan by payroll
deduction, and certifies, under penalty of perjury, to the truth
and conpl eteness of all statements nmade in the | oan application
and | oan agreenent to the best of his or her know edge.

(c) For loans submtted on paper and those that cannot be
conpleted on the TSP Wb site, the TSP record keeper must receive
t he conpl eted | oan agreenent (including any required supporting
docunent ati on) before the expiration date stated on the | oan
agreenent or the agreenment will not be processed.

(d) The signed | oan agreenent nust be acconpani ed by:

(1) I'n the case of a residential |oan, supporting materials

t hat docunent the purchase or construction of the residence and
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t he amount requested (as described in
§ 1655.20); and

(2) Any other information that the Executive Director may
require.

(e) A participant nay request that the | oan be disbursed by
direct deposit to a checking or savings account maintained by the
participant in a financial institution by properly conpleting the
required informati on on the | oan agreenent or on the TSP Wb
site, if the |loan request can be conpleted on the Wb site.

8§ 1655.13 Loan approval and issuance.

(a) Wien the conpleted | oan agreenent is signed
el ectronically or returned by the participant to the TSP record
keeper, together with any docunentation required to be submtted,
the loan will be initially approved or denied by the TSP record
keeper based upon the requirenents of this part, including the
foll ow ng conditions:

(1) The participant has signed the prom se to repay the
| oan, has agreed to repay the |oan through payroll deductions,
and has certified that the information given is true and conpl ete
to the best of the participant's know edge;

(2) Processing of the | oan would not be prohibited by
§ 1655.19 relating to court orders;

(3) The spouse of a FERS or unifornmed services partici pant

has consented to the loan or, if the spouse's whereabouts are
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unknown or exceptional circunstances nmake it inappropriate to
secure the spouse's consent, an exception to the spousal
requi rement described in § 1655.18 has been granted,

(4) The spouse of a CSRS participant has been given notice
or, if the spouse's whereabouts are unknown, an exception to the
spousal requirenent described in 8 1655.18 has been grant ed;

(5) Wien a paper agreenent is required, the conpleted |oan
agreenent, including all required supporting docunentation, was
received by the TSP record keeper before the expiration date
specified on the | oan agreenent; and

(6) The participant has nmet any other conditions that the
Executive Director may require.

(b) 1If approved, the loan will be issued unless the TSP
record keeper determ nes that:

(1) The participant's enploying agency has reported the
participant’s death or separation from Governnment service;

(2) The participant's account balance on the |oan issue date
does not contain sufficient enployee contributions and associ at ed
earnings to nake a | oan of at |east $1, 000;

(3) A hold on the account is processed before the loan is
di sbursed; or

(4) A taxable distribution on an outstanding loan is
decl ared before the new | oan is issued.

(c) If the loan is otherw se acceptabl e but the anount
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avai lable to borrowis |less than the requested anmount (but is at

| east $1,000), the loan will be issued in the maxi num anmount
avai l abl e at the time of the disbursenent. 1In such a case, the
periodi ¢ payment anount will remain the sane and the | oan term

may be short ened.

(d) Aloan is considered to have been nade to a partici pant
on the | oan issue date.
§ 1655.14 Loan paynents.

(a) Loan paynents nust be made through payroll deduction in
accordance with the | oan agreenent. Once | oan paynents begin,
t he enpl oyi ng agency cannot term nate the payroll deductions at
t he enpl oyee’s request, unless the TSP instructs it to do so.

(b) The participant nmay nmake additional paynents by mailing
a personal check or guaranteed funds to the TSP record keeper.
If the TSP receives a paynent that repays the outstanding | oan

amount and overpays the | oan by $10.00 or nore, the overpaynment

will be refunded to the participant. Overpaynents of |ess than
$10 will be applied to the participant’s account and will not be
ref unded.

(c) The initial paynment on a |loan is due on or before the
60t h day followi ng the |oan issue date.

(d) Subsequent paynents are due at regular intervals as
prescribed in the | oan agreenent, or nost recent anortization,

according to the participant's pay cycle.
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(e) If a paynent is not nmade when due, the TSP will notify
the participant of the m ssed paynment and the partici pant mnust
make up the paynment in full. |If the participant does not nake up
t he paynment by the end of the cal endar quarter follow ng the
cal endar quarter in which the paynment was m ssed, the TSP w ||
declare the loan to be a taxable distribution in accordance with
§ 1655.15. The participant’s nake-up paynment nust be in the form
of a personal check or guaranteed funds.

(f) Interest will not accrue on the m ssed paynment if the
paynent is nmade up by the deadline established in accordance with
paragraph (e) of this section. Interest will accrue on the

m ssed paynent if the paynent is not made up by the deadline and

will be included in the cal culation of any taxable distribution
subsequent|ly declared in accordance with 8 1655.15. Interest
will also accrue on paynents mssed while a participant is in

nonpay st at us.
§ 1655.15 Taxable distributions.
(a) The Board may declare any unpaid | oan principal, plus
unpaid interest, to be a taxable distribution fromthe Plan if:
(1) Aparticipant is in a confirmed nonpay status for a
period of one year or nore, has not advised the TSP that he or
she is serving on mlitary duty, and paynents are not resuned
after the participant is notified the | oan has been reanorti zed;

(2) A participant separates from Governnent service and does
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not repay the outstanding |oan principal and interest in full
within the period specified by the notice to the participant from
the TSP record keeper explaining the participant’s repaynent

opti ons;

(3) The TSP record keeper advises the participant that there
are mssing paynents and the participant fails to make (by
per sonal check or guaranteed funds) a direct paynment of the
entire m ssing anount or repaynent in full by the deadline estab-
lished in accordance with § 1655. 14(e);

(4) Any material information provided in accordance with 88§
1655. 10, 1655.12, or 1655.18 is found to be fal se;

(5) Wth the exception of a |oan described in 5 CFR 1620. 45,
the loan is not repaid in full (including interest due) within
five years, in the case of a general purpose |oan, or within 15
years, in the case of a residential |oan, fromthe |oan issue
dat e;

(6) The participant dies; or

(7) The participant is a debtor in a chapter 13 bankruptcy
action and a court order requires that no TSP | oan paynents nay
be deducted fromthe participant’s pay.

(b) If a taxable distribution occurs in accordance with
paragraph (a) of this section, the Board will notify the
partici pant of the anpbunt and date of the distribution. The

Board will report the distribution to the Internal Revenue
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Service as inconme for the year in which it occurs. That portion
of a loan that represents a uniforned services participant’s
contributions fromconbat zone pay will not be included in this
cal cul ati on.

(c) If a participant dies and a taxable distribution occurs
i n accordance with paragraph (a) of this section, the Board w |l
notify the participant’s estate of the anount and date of the
distribution. Neither the estate nor any other person, including
a beneficiary, may repay the | oan of a deceased participant.

(d) 1f, because of Board or TSP record keeper error, a TSP
| oan is declared a taxable distribution under circunstances that
make such a declaration inconsistent with this part, or
i nconsi stent with other procedures established by the Board or
TSP record keeper in connection with the TSP | oan program the
taxabl e distribution will be reversed. The participant will be
provi ded an opportunity to reinstate | oan paynents or repay in
full the outstandi ng bal ance on the | oan.

§ 1655.16 Reanortization.

(a) A participant nmay request reanortization of a | oan at
any time to change the anmount of the paynments, unless the loan is
in a default status.

(b) Upon reanortization, the new principal balance of the
loan will equal the unpaid principal on the date of reanortiza-

tion plus any interest due on the unpaid principal.
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(c) The interest rate on a reanortized |loan will be the sane
as the interest rate on the original |oan.

(d) A participant may request reanortization by using the
TSP Wb site or by contacting a TSPSO partici pant service
representative.

(e) Wien a participant’s pay cycle changes for any reason,
he or she should request a reanortization to adjust the schedul ed
paynent to an equival ent anmount in the new pay cycle. If the new
pay cycle results in fewer paynents per year and the partici pant
does not reanortize the loan, the |oan may be declared a taxable
di stribution pursuant to § 1655. 15(a)(3).

§ 1655.17 Prepaynent.

(a) A participant nmay repay a loan in full, w thout a
penalty, at any tine before the declaration of a taxable
di stribution under 8§ 1655.15, unless the participant has
separated from Governnent service and has submitted a signed
statenent that he or she has forfeited the right to repay the
loan in full. Repaynent in full means receipt by the TSP record
keeper of a paynent, by personal check or guaranteed funds made
payable to the Thrift Savings Plan, of all principal and interest
due on the | oan.

(b) If a participant returns a | oan check to the TSP record
keeper, it will be treated as a repaynent; however, additional

interest may be owed. The |oan, even though repaid, will also be
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taken into account in determ ning the maxi mum anount avail abl e
for future | oans, in accordance with 8§ 1655.6(b).

(c) The anpbunt outstanding on a |oan can be obtai ned from
the TSP Wb site, the ThriftLine, or a TSPSO partici pant service
representative, or by a witten request to the TSP record keeper.

§ 1655.18 Spousal rights.

(a) Spouse of CSRS participant. (1) Before a loan is

di sbursed to a CSRS participant, the TSP record keeper will send
a notice to the participant's current spouse that the partici pant
has applied for a | oan.

(2) A CSRS participant may obtain an exception to the
requi renent described in paragraph (a)(1l) of this section if the
partici pant establishes, to the satisfaction of the Executive
Director, that the spouse's whereabouts are unknown as descri bed
i n paragraph (c) of this section.

(b) Spouse of FERS or unifornmed services participant. (1)

Before a | oan agreenment is approved for a FERS or unifornmed
services participant, the spouse nmust consent to the | oan by
signing the | oan agreenent.

(2) A FERS or uniforned services participant may obtain an
exception to the requirenment described in paragraph (b)(1) of
this section if the participant establishes, to the satisfaction
of the Executive Director, that:

(1) The spouse's whereabouts are unknown; or
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(1i) Exceptional circunstances prevent the participant from
obtai ning the spouse’s consent.

(c) Exception to spousal requirenents. The procedures for

obtai ning an exception to the spousal requirenents described in
par agraphs (a)(1) and (b)(1) of this section are the sane as the
procedures described in 5 CFR 1650. 64 and 1650. 65.

(d) Certification of truthfulness. (1) By signing the | oan

application and the | oan agreenent, electronically or on paper,
the participant certifies, under penalty of perjury, that al

i nformation provided to the TSP during the |oan process is true
and conpl ete, including statenents concerning the participant's
marital status, the spouse's address at the time the application
is filed, or the current spouse’s consent to the | oan.

(2) If the Board receives a witten allegation fromthe
spouse that the participant may have m srepresented his or her
marital status or the spouse's address (in the case of a CSRS
participant), or that the signature of the spouse of a FERS
partici pant was forged, the Board will submt the information or
docunent in question to the spouse and request that he or she
state in witing that the information is false or that the
spouse's signature was forged. In the event of an all eged
forgery, the Board will al so request the spouse to provide at
| east three sanples of his or her signature.

(3) If the spouse affirnms the allegation, in accordance with
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the procedure set forth in paragraph (d)(2) of this section, and
the | oan has been di sbursed, the Board will give the participant
an opportunity to repay the unpaid | oan principal and interest
within 60 days. |If the loan is repaid during this period, the
Board will not investigate the spouse's allegation.

(4) Paragraph (d)(3) of this section will not apply if the
partici pant has received a final divorce decree before the funds
are received by the Thrift Savings Pl an.

(5) If the unpaid l|oan principal and interest are not repaid
tothe Plan in full within the tinme period provided in paragraph
(d)(3) of this section, the Board will conduct an investigation
into the allegation. |If the participant has received a final
di vorce decree before the funds are received by the Thrift
Savings Plan, the Board will begin its investigation inmediately.

(6) If, during its investigation, the Board finds evidence
to suggest that the participant m srepresented his or her marital
status or spouse's address (in the case of a CSRS participant),
or submtted the | oan agreenent with a forged signature, the
Board will refer the case to the Departnent of Justice for
crimnal prosecution and, if the participant is still enployed,
to the I nspector General or other appropriate authority in the
partici pant's enpl oyi ng agency for admnistrative action.

(7) Upon receipt of an allegation described in paragraph

(d)(2) of this section, the participant's account will be frozen
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and no loan will be permitted until after:

(1) 30 days have el apsed since the participant's spouse was
sent a copy of the information or docunent in question, and no
witten affirmation of the alleged false information or forgery
(together with signature sanples, if required) has been received
by the Board;

(ii) The loan is repaid pursuant to paragraph (d)(3) of this
secti on;

(1i1) The Executive Director concludes that the Board's
i nvestigation did not yield persuasive evidence that supports the
spouse' s al | egati on;

(iv) The Executive Director has been assured in witing by
t he spouse that any future request for a | oan or w thdrawal
conports with the applicable requirenent of notice or consent; or

(v) The participant is divorced.

§ 1655.19 Effect of court order on |oan.

Upon recei pt of a docunent that purports to be a qualifying
retirement benefits court order, qualifying | egal process
relating to a participant's |legal obligation to provide child
support or to nake alinony paynents, or a qualifying child abuse
order, the participant's TSP account will be frozen. After the
account is frozen, no loan will be allowed until the account is
unfrozen. The Board's procedures for processing court orders and

| egal processes are explained in 5 CFR part 1653.
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§ 1655.20 Residential |oans.

(a) Aresidential loan will be nade only for the purchase or
construction of the primary residence of the participant, or for
the participant and his or her spouse, and for related purchase
costs. The participant nust actually bear all or part of the
cost of the purchase. |[If the participant purchases a primary
residence with sonmeone other than his or her spouse, only the
portion of the purchase costs that is borne by the participant
will be considered in making the loan. A residential loan wll
not be nade for the purpose of paying off an existing nortgage or
ot herwi se providing financing for a primary residence purchased
nore than 2 years before the date of the | oan application.

(b) A primary residence nmust be used by the participant as
his or her principal residence. A primary residence nmay include
a house, a townhouse, a condom nium a share in a cooperative
housi ng corporation, a nobile honme, a boat, or a recreational
vehicle; a primary residence does not include a second hone or
vacation hone. A participant cannot have nore than one prinmary
resi dence.

(c) Purchase of a primary residence neans acquisition of the
resi dence through the exchange of cash or other property or
through the total construction of a new residence. A residential
loan will not be made for a | ease-to-buy option, unless the

option to buy is being exercised. Construction of an addition to
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or the renovation of a residence or the purchase of |land only
does not constitute the purchase of a primary residence.

(d) Rel ated purchase costs are any costs that are incurred
directly as a result of the purchase or construction of a
resi dence and which can be added to the basis of the residence
for Federal tax purposes. Points or |oan origination fees
charged for a | oan, whether or not they are treated as part of
the basis, are not considered a purchase cost. Real estate taxes
cannot be incl uded.

(e) The docunentation required for a | oan under this section
is as foll ows:

(1) For all purchases, except for construction, a copy of a
home purchase contract or a settlenent sheet; or

(2) For construction, a home construction contract. |If a
si ngl e home construction contract is unavail able, other
contracts, building permts, receipts, assessnents, or other
docunentation that denonstrates the construction of an entire
primary residence and expenses in the anmount of the |oan may be
accepted at the discretion of the Executive Director

(f) The docunentation provided under this section nmust --

(1) Be froma third party;

(2) Show the participant as the purchaser or buil der;

(3) Show the purchase price or construction price;

(4) Show the full address of the residence; and
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(5) Bear a date that is no nore than 24 nonths preceding the
expiration date of the | oan agreenent.
46. Part 1690 is revised to read as foll ows:
PART 1690--THRI FT SAVI NGS PLAN
Subpart A--CGeneral
Sec.
1690. 1 Definitions.
Subpart B— M scel | aneous
1690.11 Pl an year.
1690.12 Power of attorney.
1690. 13 CGuardi anshi p and conservatorship orders.
Authority: 5 U S.C 8474.
Subpart A--CGeneral
§ 1690.1 Definitions.
As used in this chapter:

Account or individual account neans the account established

for a participant in the Thrift Savings Plan under 5 U. S.C
8439(a).

Account bal ance neans the sum of the doll ar bal ances for

each source of contributions in each investnent fund for an
i ndi vi dual account. The dollar bal ance in each investnent fund
on a given day is the product of the total nunber of shares in

that investnment fund nultiplied by the share price for the
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i nvestnment fund on that day.

Agency automatic (1% contributions means any contri butions

made under 5 U.S.C. 8432(c)(1) and (c)(3).

Agency mat ching contributions nmeans any contributions nade
under 5 U. S.C. 8432(c)(2).

Basi ¢ pay nmeans basic pay as defined in 5 U S.C. 8331(3).
For CSRS and FERS enpl oyees, it is the rate of pay used in
conputing any anount the individual is otherwi se required to
contribute to the Civil Service Retirenment and Disability Fund as
a condition of participating in the Cvil Service Retirenent
System or the Federal Enployees' Retirenent System as the case
may be. For menbers of the unifornmed services, it is basic pay
payabl e under 37 U.S.C. 204 and conpensation recei ved under 37
U.S.C. chapter 206.

Board nmeans the Federal Retirenent Thrift | nvestnment Board
establ i shed under 5 U. S. C. 8472.

C Fund neans the Common Stock | ndex |nvestnment Fund
established under 5 U. S.C. 8438(b)(1) (0O

Contribution allocation nmeans the apportionnment of a parti -

cipant’s future contributions, |oan paynents, and transfers or
roll overs fromeligible enployer plans or traditional |RAs anpong
the TSP investnent funds.

Contribution election nmeans a request by an enpl oyee to

start contributing to the TSP, to change the anount of
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contributions nade to the TSP each pay period, or to term nate
contributions to the TSP.

Court of conpetent jurisdiction nmeans the court of any

state, the District of Colunbia, the Cormonweal th of Puerto Rico,
Guam the Northern Mariana |Islands, or the Virgin Islands, and
any Indian court as defined by 25 U. S. C
1301(3) .

CSRS neans the Civil Service Retirenent System established
by 5 U.S.C. chapter 83, subchapter Il1, or any equival ent Federal
retirement system

CSRS enpl oyee or CSRS partici pant nmeans any enpl oyee or

partici pant covered by CSRS.

Dat e of appoi ntnent neans the effective date of an

enpl oyee’ s accession as established by the current enpl oyi ng
agency.
Day neans cal endar day, unless otherw se stated.

El ection period neans the |ast cal endar nonth of a TSP open

season. It is the earliest period during which a TSP
contribution election to start or change the anmount of (but not
term nate) contributions can becone effective.

Eligible enployer plan neans a plan qualified under I.R C

section 401(a) (26 U S.C. 401(a)), including a section 401(k)
pl an, profit-sharing plan, defined benefit plan, stock bonus

pl an, and noney purchase plan; an annuity plan described in
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| . R C. section 403(a) (26 U.S.C. 403(a)); an annuity contract
described in I.R C section 403(b) (26 U S.C. 403(b)); and an
el igible deferred conpensation plan described in I.R C. section
457(b) (26 U.S.C. 457(b)) which is maintained by an eligible
enpl oyer described in I.R C section 457(e)(1) (A (26 U S.C
457(e) (1) (A)) -

Enpl oyee contributions nmeans any contributions to the Thrift

Savi ngs Plan made under 5 U. S.C. 8351(a), 8432(a), or 8440a
t hrough 8440e.

Enpl oyer contributions neans agency automatic (1%

contributions under 5 U . S.C. 8432(c)(1) or 8432(c)(3), and agency
mat chi ng contributions under 5 U S.C. 8432(c)(2) or 5 U S.C
8440e.

Enpl oyi ng agency neans the organi zation that enploys an

i ndividual eligible to contribute to the TSP and that has
authority to nmake personnel conpensation decisions for the
individual. It includes the uniforned services.

Executive Director nmeans the Executive Director of the

Federal Retirement Thrift Investnent Board under 5 U S.C 8474.
F _Fund neans the Fixed Inconme |nvestnent Fund established
under 5 U. S.C. 8438(b)(1)(B)
FERS neans the Federal Enployees' Retirenment System
established by 5 U S.C. chapter 84 or any equival ent Federal -

retirement system
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FERS enpl oyee or FERS partici pant neans any enpl oyee or TSP

partici pant covered by FERS.

FERSA neans the Federal Enpl oyees’ Retirenent System Act of
1986 (FERSA), Public Law 99-335, 100 Stat. 514. The provisions
of FERSA that govern the TSP are codified primarily in
subchapters Il and VII1 of Chapter 84 of Title 5, United States
Code.

Former spouse neans (as defined at 5 U S.C. 8401(12)) the

former spouse of a TSP participant if the participant perforned
at least 18 nonths of civilian service creditable under 5 U S. C
8411 as an enpl oyee or nenber, and if the participant and fornmer
spouse were nmarried to one another for at |east nine nonths.

G Fund neans the Covernnent Securities |Investnent Fund
established under 5 U.S.C. 8438(b)(1)(A).

G Fund rate neans the interest rate conputed under 5 U. S.C

8438(f) (2).
| Fund nmeans the International Stock |Index |nvestnent Fund

established under 5 U. S.C. 8438(b)(1)(E)

In-service withdrawal request nmeans a properly conpleted

wi t hdrawal el ection for either an age-based in-service w thdrawal
or a financial hardship in-service withdrawal, on any form
required by the TSP, together with the supporting docunentation
requi red by the application.

| nvest nent fund nmeans any investnent fund established
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pursuant to 5 U S. C 8438.

Qpen season means the period during which enpl oyees may

el ect to make contributions to the TSP, change the anount of
contributions, or termnate contributions (w thout |osing the
right to resume contributions during the next open season).

Pl an participant or participant nmeans any person with an

account in the Thrift Savings Plan or who woul d have an account
but for an enpl oyi ng agency error.

Post - enpl oynent wi t hdrawal request neans a properly

conpl eted withdrawal election on any formrequired by the
TSP in order for a participant to elect a post-enpl oynent
wi t hdrawal of his or her account bal ance.

Posting nmeans the process of crediting or debiting
transactions to an individual account.

Posting date neans the date on which a transaction is

credited or debited to a participant’s account.
S Fund neans the Small Capitalization Stock |Index |nvestnent
Fund established under 5 U S.C. 8438(b)(1) (D

Separation from Governnent service means generally the

cessation of enploynent with the Federal Governnent. For
civilian enployees it means term nation of enploynent with the
U.S. Postal Service or with any other enployer froma position
that is deenmed to be Government enployment for purposes of

participating in the TSP, for 31 or nore full cal endar days. For
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uni formed services participants it nmeans the discharge from
active duty or the Ready Reserve or the transfer to inactive
status or to a retired list as nore fully described in 5 CFR
1604. 2.

Share neans a portion of an investnent fund. Transactions
are posted to accounts in shares at the share price of the date
the transaction is posted. The nunber of shares for a
transaction is cal culated by dividing the dollar anount of the
transaction by the share price of the appropriate date for the
i nvestnment fund in question. The nunber of shares is conputed to
four deci mal pl aces.

Share price nmeans the value of a share in an investnent

fund. The share price is calculated separately for each

i nvestnment fund for each business day. The share price includes
the cunul ative net earnings or |osses for each investnent fund
through the date the share price is cal cul at ed.

Source of contributions nmeans enpl oyee contri butions, agency

automatic (1% contributions, or agency matching contributions.
Al'l armounts in a participant’s account are from one of these
t hree sources.

Spouse neans the person to whoma TSP participant is married
on the date he or she signs a formon which the TSP requests
spousal information, including a spouse fromwhomthe partici pant

is legally separated, and a person with whoma participant is
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living in a relationship that constitutes a common | aw marri age
in the jurisdiction in which they live. Were a participant is
seeking to reclaiman account that has been forfeited pursuant to
8§ 1650. 16, spouse al so neans the person to whomthe participant
was married on the wi thdrawal deadline.

Tax-def erred bal ance neans enpl oyee or enpl oyer

contributions that would otherwi se be includible in gross incone
if paid directly to the participant and earnings on those
contri butions.

Tax- exenpt bal ance neans enpl oyee contributions that are

made by uniforned services participants from conbat zone pay. It
does not include earnings on such contributions.

Thrift Savings Fund or Fund neans the Fund described in

5 U S. C 8437.

Thrift Savings Plan, TSP, or Plan neans the Thrift Savings

Pl an established under subchapters Ill and VIl of the Federal
Enpl oyees' Retirement System Act of 1986, 5 U.S.C. 8351 and 8401-
8479.

Thrift Savings Plan Service Ofice or TSPSO neans the office

of the TSP record keeper which provides service to participants.
The TSPSO s address is: Thrift Savings Plan Service Ofice,

Nati onal Finance Center, P.O Box 61500, New Ol eans, Louisiana
70161- 1500.

ThriftLi ne nmeans the automated voice response system by
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whi ch TSP partici pants may, anong ot her things, access their
accounts by tel ephone. The ThriftLine can be reached at (504)
255-8777.

Traditional |IRA neans an individual retirenment account

described in I.R C. section 408(a) (26 U S.C. 408(a)) and an
i ndi vidual retirenment annuity described in I.R C. section 408(b)
(26 U.S.C. 408(b)) (other than an endowrent contract).

TSP record keeper nmeans the entity that is engaged by the

Board to performrecord keeping services for the Thrift Savings
Plan. The TSP record keeper is the National Finance Center,

O fice of Finance and Managenent, United States Departnent of
Agriculture, located in New Ol eans, Louisiana.

TSP Wb site nmeans the Internet |ocation naintained by the

Board, which contains information about the TSP and by which TSP
partici pants may, anong other things, access their accounts by
conputer. The TSP Wb site address i s ww. tsp. gov.

Uni fornmed services nmeans the Arny, Navy, Air Force, Marine

Cor ps, Coast Guard, Public Health Service, and the Nati onal
Cceani ¢ and At nospheric Adm nistration.

Vest ed account bal ance neans that portion of an individual’s

account which is not subject to forfeiture under 5 U. S. C
8432(q).
Subpart B— M scel | aneous

§ 1690.11 Plan year.
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The Thrift Savings Plan’s plan year is established on a
cal endar-year basis for all purposes, except where another
applicable provision of law requires that a fiscal year or other
basis be used. As used in this section, the term “cal endar-year
basi s” neans a twel ve-nonth period begi nning on January 1 and
endi ng on Decenber 31 of the same year.

§ 1690.12 Power of attorney.

This section applies to all regulations in this chapter that
require a signature by the participant on a TSP form where the
partici pant desires to effect transactions through an agent
(i.e., an attorney-in-fact). Before an attorney-in-fact nmay sign
a TSP formon behalf of a participant, the TSP nust have approved
ei ther a general power of attorney which authorizes the attorney-
in-fact to act on behalf of the participant with respect to the
participant’s personal property or in Federal Governnent
retirement, financial, or business transactions, or a special
power of attorney which authorizes the attorney-in-fact to effect
transactions in the TSP on behalf of the participant. For the
TSP to approve a power of attorney, it nust be authenticated,
attested, acknow edged, or certified by the principal before a
notary public or other official authorized by |aw to adm nister
oaths or affirmations. The TSP will advise the person subnmtting
a power of attorney whether it is valid to effect transactions in

t he TSP.
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§ 1690. 13 Cuardi anship and conservatorship orders.

This section applies to all regulations in this chapter that
require a signature by the participant on a TSP form where the
participant is legally unable to sign his or her nane because of
physi cal or nmental incapacity. Before a guardian or conservator
may sign a TSP formon behal f of such a participant, the Board
nmust have approved a guardi anship or conservatorship order issued
by a court of conpetent jurisdiction, as defined in § 1690. 1,
whi ch generally authorizes the guardi an or conservator to manage
the participant’s estate, personal property, business or
financial affairs, or retirenent benefits, or which specifically
aut hori zes the guardi an or conservator to act on behalf of the
participant to effect transactions in the TSP. For a
guar di anshi p or conservatorship order to be acceptable to effect
TSP transactions, docunentation nust be submtted establishing
t hat any bondi ng requirenment or other preconditions specified in
the court order have been satisfied. The Board will advise the
guardi an or conservator whether the order is valid to effect

transactions in the TSP.
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